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ABSTRACT 
A STUDY OF MARKETING PROBLEMS AHD PROSPECTS OF BAKERY 
PRODUCTS WITH SPECIAL REFERENCE TO MODERN BAKERIES (INDIA) 
LTD. 
Food is a basic necessity of life. The primary 
concern of man, throughout the history of mankind, has been 
to look for alternate and better sources for food items. 
Among the different segments of human population, dispersed 
all over the world, food habits vary depending on climatic, 
cultural, social, and personal factors. Food is considered 
as the basic source of nutrition. Depending on their 
nutritional value, various food items provide the means for 
maintenance and sustenance of good health and energy 
necessary to carry out the activities of life. Bakery 
products such as bread, biscuit, etc. are the processed food 
items that are today considered as a major source of 
nutrition. Besides they are also inexpensive, convenient, 
and easily accessible ready-to-eat food items. Bakery 
industry is, therefore, a significant industry in any 
country. The bakery industry in India is taken to be a major 
instrument in State policy to provide nutrition to the large 
population and to counter the problems of malnutrition. The 
subject matter of the thesis is marketing in bakery 
industry in India and the focus is on its problems and 
prospects. 
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RESEARCH STUDY 
Malnutrition implying deficiency, excess or 
imbalance of nutrients has a deterrent effect on mental and 
physical wellbeing of human beings. Amongst all food groups 
wheat, as a cereal, is a staple food in tropical regions and 
is one of the lowest in cost. It contains highest 
nutritional value. However, the concept of balanced diet 
amongst people in different parts of world is lacking due 
to prevalance of customs, taboos, traditions and usages 
resulting into malnutrition. With the advent of modern food 
and -faking technology together with improved and effective 
means of promotion the bakery industry can play an 
important role in bringing a change in the behaviour of food 
consumption if wheat based bakery products, in combination 
with other food groups, are developed having new tastes and 
flavours. The mass production will bring down the average 
cast and would create nutritional culture amongst 
population at large. In pursuance of these objectives it has 
been considered essential to study the problems and 
prospects of marketing of bakery products with special 
reference to Modern Food Industries (India) Ltd. 
The scope of the study is limited only to the 
problems and prospects of marketing function as it operates 
in the bakery industry in India. The major products 
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considered are breads and biscuits. With respect to defining 
the contours of the industry, the study is limited to the 
bakery industry and does not consider allied, conplenentary, 
or supplementary industries. For defining the sectors in the 
bakery industry the focus is on large, medium, and small 
bakery units of the organised and unorganised sectors. The 
main emphasis, however, is on the special case of a large 
scale, organised, public sector bakery unit i.e. the Modern 
Food Industries Ltd. 
The objectives, stated below, have been set for 
the present study. 
1. To make a descriptive presentation of food habits and 
nutrition to provide the background for the study of 
bakery industry. 
2. To prepare a profile of bakery industry to highlight 
its development and prospects with a view to provide 
the context for the study of the problems and prospects 
of the marketing function. 
3. To examine, discuss and analyse the problems and 
prospects of marketing of bakery products in India. 
4. To prepare, analyse and derive conclusions from a 
specific case study of Modern Food Industr iesfl)Ltd. 
.5. To highlight the need and importance of the marketing 
functions in bakery industry in India and to suggest 
the ways and means to make it effective. 
A review of literature was made for the research 
study with a view to find the references of an academic 
nature. Various publications of the industry associations 
and federations, proceedings of seminars and conferences and 
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the only journal "The Indian Baker" were looked Lnto These 
mainly highlighted the problems in the area of production 
techology, material requirements and R & D activities etc. 
However, very little attention and work of worthwhile 
academic value has been attempted with regard to the 
marketing aspect of the bakery industry in India. 
The review of literature established the need for 
a study of the problems and prospects of the marketing 
function in the Indian bakery industry. This industry, being 
a low-profile one, data collection proved to be a daunting 
task. The initial approach of mailing a detailed 
questionnaire on different aspects of the marketing 
functions turned out to be unsuccessful and so was modified 
to include the technique of personal interviews being on a 
semi-structured schedule. In conjunction, several secondary 
data sources^mainly documentary were tapped. Among these 
were the various industry and trade associations, their 
publications, statutory reference source and other library 
and data sources. For preparing the case study of Modern 
Food Industries Ltd. extensive investigation was carried out 
based on personal interviews, company documents, and annual 
reports. 
The data and information so collected was 
logically arranged with a view to stress upon the problems 
and prospects of marketing of the bakery industry in India 
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as well as of Modern Food Industries (India) Ltd. A full 
chapter has been devoted to sumnriarising the main findings of 
the study However, the present research study has a few 
limitations mainly related to data collection, inadequacy of 
time, money and facilities, and due to personal reasons. 
CONTENTS OF THE THESIS 
The thesis has been divided into Five chapters 
The First Chapter 'Food Habits and Nutritional Values" 
traces a brief history of the food habits of man in various 
stages of development of civilisation, the study deals with 
natural factors influencing the food habits in various 
climatic regions Examples of various countries have been 
cited to substantiate the findings. The chapter also 
elaborates the influence of cultural, social and personal 
factors on the behaviour of individuals The study also 
highlights the importance of nutritional values of food and 
various food groups which provide vital nutrients necessary 
to promote physical growth and maintain good health. The 
distinctive value of wheat-based bakery products has been 
validated with examples in the study Besides the study is 
also an attempt to visualise the possibility of combining 
wheat-based products with other food groups from the 
viewpoint of balanced diet 
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In the Second Chapter "Development and Prospects 
of Bakery Industry in India" several vital aspects of socio-
economic significance have been analytically studies. At the 
outset of the chapter the details of various nutritional 
programmes launched by the Government during plan period 
have been provided. 
The establishment of Modern Bakeries has been 
cited as an example for providing nutrition through bakery 
industry. The chapter further examines in detail the 
development of bakery industry through a discussion of 
production capacity and its trend, amount invested and the 
employment potential available with the industry. 
Concurrently, a comprehensive description about 
opportuntiies and constraints that may affect the prospects 
of the bakery industry have been specified in the chapter. 
In addition to highlighting the prospective growth of bakery 
industry in India factors such as consumption pattern of 
bakery products, its projected demand and the scope for 
establishing bakery units in different population centres 
have logically been alluded to in the chapter. 
Chapter Three is concerned with "Problems of 
Marketing of Bakery Products". At the outset, the discussion 
of market segmentation and target marketing has been done to 
identify the extent of coverage of market. The chapter 
then discusses the problem being encountered by bakers in 
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managing the components of marketing mix-viz., product 
price, distribution and promotion. These facets of marketing 
mix have been discussed consecutively. The chapter continues 
with a vivid description of product and the factors 
influencing its quality, quantity etc. Price as the 
second variable of marketing mix, is taken to study the 
existing price setting practices being pursued in the bakery 
industry for branded and unbranded products. In addition, 
the inflationary impact and tax structure applicable to 
bakery products has been analysed with a view to study cost 
burden. Problems of diversified nature affecting the 
efficiency of distribution system in organised and 
unorganised sector bakeries have also been viewed in the 
chapter comprehensively. Promotional aspect of marketing mix 
has been taken up in the last to highlight its significance 
in marketing of bakery products. 
Chapter Four "Problems and Prospects of Marketing 
of Bakery Products - A Case Study of Modern Food Industries 
(India) Ltd." is taken up to corroborate the findings of the 
preceding chapters. The subject matter relating to this 
chapter has been covered in seven sections. The first 
section concerning general information of the company 
includes its establishment, objectives, management, 
organisation set-up, capacity utilisation, and financial 
position. Section "two on Policy aspects of marketing" 
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deals with target market coverage strategies, company's 
sales performance and its market share, product, as third 
party, is exclusively devoted to discuss product policy, 
product mix strategy and product development aspects. Fourth 
part of the chapter is on pricing which encompasses the 
objectives of pricing and price determination together with 
the factors affecting the cost and revenue. The details 
adopt channels objectives and factors affecting distribution 
system are the part of the fifth section. Sixth and Seventh 
sections of the chapter cover the details with regard to 
advertisement and problem and prospects of marketing 
respectively. 
Last Chapter, the Fifth^ summarises the whole 
discussion of research exercise alongwith conclusions and 
suggestions. The major findings and conclusions are briefly 
discussed in the final section of this last chapter. 
SUMMARISED FINDINGS 
The major findings of the research study are 
outlined below : 
1. Food habits and concern for nutritional value have a 
significant impact on the choice of food items. 
Cultural, social, climatic, economic, and such other 
factors determine the preference and consumption of 
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food items. Balanced diet is the outcone of a careful 
selection of food items providing the basic nutrients 
for good health. Bakery Products are a major source of 
inexpensive, convenient, and readily available 
nutritive processed food items. 
2. The growth and development of bakery industry in India 
has been impressive in terms of production, employment, 
capital investments and efficiency, foreign exchange 
earnings and the number of units established in the 
organised ^ unorganised sectors in the form of large, 
medium and small bakery units. 
3. The prospects of bakery industry in India could be 
rated as encouraging. Several opportunities exist, such 
as governmental feeding and nutritional programmes, a 
large base of unsaturated demand, extremely low level 
of consumption vis a vis world consumption level, large 
population in urban and rural areas and a growing 
awareness of the nutritive value of bakery products. 
The prospects are, however, constrained by factors such 
as problems of raw material, low technology, inadequate 
governmental support, and wasteful competition in the 
bakery industry. 
4. The problems identified in the study, pertaining to the 
marketing of bakery products, could be summarised as 
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under : 
a. Bakery units adopt undifferentiated, 
differen-tiated, as well as concentrated target 
market strategies. The market coverage i wide 
encompassing high, middle, and low-level income 
groups of consumers. The attempt of the units is 
to maintain a delicatis balance between nutrition, 
taste, and price- an effort which is difficult to 
sustain over a period of time. 
b. The range of products offered includes a variety 
of products such as bread, biscuits, pastries, 
etc. These products are sold as branded and 
unbranded and in different weight, volume, and 
sizes. The wide range and the nature of product 
offered often leads to unfocussed marketing. 
c. Probably the single most important problem in 
marketing could be traced to the nature of raw 
material. Since the basic raw material is wheat-
an agricultural produce- it leads to problems of 
quality due to inconsistency, erratic supply, wide 
variation in grades etc. Likewise, most marketing 
problems have their genesis in production area 
owing to improper^and quantity of inputs, low 
technology, low emphasis in R & D, equipments, 
etc. 
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d. Pricing of bakery products is a ticklish issue as 
it is either administered or overly competitive. 
With the current pricing policies it is 
practically impossible for bakery units to absorb 
the high cost of procurement, production and 
distribution, and of the incidence of taxes and 
excise duties. 
e. Distribution of bakery products, though well-
managed and extensive, is plagues with problems of 
inefficiency in sales, high transportation costs, 
dominance of marketing intermediaries, and 
conservativeness of consumers with respect to 
quality and price. Overall, both organised as 
well as unorganised sector bakery units face more 
or less similar problems though with varying 
intensity. 
f. Promotion is the most neglected area in the 
marketing mix for bakery products. Barring a few 
large units in organised sector, in most cases, 
promotional activities are low key and 
ineffective. The causes are low awareness of the 
value of promotion, unwillingness to allocate 
funds, selling of unbranded, undifferentiated 
products, and lack of sophistication. 
The salient features of the marketing function as it 
operates in Modern Food Industries Ltd (MFIL) that 
12 
highlight the problems, and are a pointer to the 
prospects of marketing of bakery products, are given 
below. 
a. An overall assessment of the performance of MFIL 
reveals that the Company faces problems of 
underutilisation of installed capacity, high cost 
of inputs, low technological base, and low 
profitability. Though the geographical coverage of 
the Company in terms of the number of units and 
distribution network is wide but several of these 
units have proved to be economically unviable. 
These factors, as seen later, have a negative 
impact on the marketing function. 
b. In terms of its stated objectives, so far as they 
relate to the marketing function, the Company 
could be rated as marginally successful. This is 
so because HFIL has been able to serve barely 10 
per cent of the country's population. Its sales 
performance, over the years, is fluctuating and is 
below standards. Its market presence is limited to 
the Union territory of Delhi and the Southern 
States; in other parts of the country MFIL has 
either a low market share or a negligble share. 
This discouraging picture, however, has a silver 
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lining owing to the fact that the Company has a 
large untapped market to serve in future. 
As far as the product mix of MFIL is concerned it 
is wide and includes several items such as bread, 
buns, cakes, extruded food, oils, fruit juice and 
drinks, etc. Branding and packaging are 
satsifactory. The support provided by R & D is 
adequate to sustain efforts at new product 
development, product and process standardisation, 
quality improvement, and cost reduction. But these 
activities lack a clear focus and leave much to 
be desired. TheKe is scope for rationalisation, 
deletion of unviable product lines, further 
improvements in R & D efforts and technology 
application, and elevation of quality standards. 
The pricing policies adopted by MFIL are based on 
the premises of maintaining parity with market 
prices, preventing competition, and creating 
barriers to entry of new competitors. On an 
assessment it is seen that the overall tenor of 
the pricing policies is conservative in nature. 
Though the Company, as a public sector unit, has 
been largely successful in imparting stability to 
market price it has suffered on this account. 
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Further, the imposition of administered prices in 
Delhi and the Company's own policy of holding the 
price line renders the operations economically 
unviable adversely affecting the overall 
profitability. This creates a vascous circle where 
the Company does not find investible surplus for 
developmental activities in other areas of its 
operations such as product development, technology 
upgradation, better distribution, and effective 
promotion. 
e. The distribution system of MFIL is working 
satisfactorily and it is moderately successful in 
achieving its objectives of timely delivery of its 
perishable products. But high transportation cost 
and domimance of dealers are problems which are 
not amendable to short-term solutions. Operating 
in an industry which is distribution intensive, 
MFIL can probably do little unless it creates a 
certain level of bargaining power through an 
increase in competitive ability and a closer 
relationship with the ultimate consumer. 
f. Advertising and sales promotion, despite their 
obvious importance, are low priority areas at 
HFIL. Inadequate funds, limited efforts at 
promotion, inability to use a larger variety of 
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media, and a low-profile market presence are the 
problem areas that need the Company's attention, 
there is adequate scope for applying more 
effective promotional strategies and create a 
stronger linkage through marketing communication 
with the ultimate consumer. 
OVERALL COHCLUSIOHS AMD SUGGESTIONS 
The present research study has adopted an approach 
of studying the problems and prospects of marketing of 
bakery products by means of a three-step process. After 
building the background by the study of food habits and 
nutritional value the development and prospects of bakery 
industry have been analysed; a linkage has sought to be 
created by relating the overall industry level problems and 
prospects with those of the marketing function; and a 
specific case of Modern Food Industries Ltd. (MFIL) has been 
prepared to explore in-depth and validate the observations 
made at the industry level. Certain overall conclusions can 
be derived and suggestions made on the basis of the study. 
These are briefly mentioned below. 
1. Despite the fact that bakery products are an 
acknowledged source of nutritive food, the bakery 
industry in India is a low-profile industry and needs 
greater attention and support of the Government. 
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2. The quality and supply of the critical raw materials-
most of which are agricultural produce- is of paramount 
importance. Conditions need to created where the flour 
mills and agencies such as Food Corporation of India 
can ensure a regular supply of good and consistent 
quality raw materials. Besides a system of directed 
cooperative farming could be a feasible alternative to 
develop reliable sources of supply. 
3. Government support is necessary specially for the 
smaller units in unorganised sector, for provision of 
the necessary capital goods and equipments. 
4. Steps need to be initiated for setting up a consortium 
at the industry level to oversee R & D and marketing 
research related problems. 
5. Outdated provisions in the relevant legal structure 
within which the bakery industry operates need to be 
removed or amended suitably so that they do not hinder 
the development of the bakery industry. 
6. The bakery industry has a genuine need of getting tax 
concessions that can ease its profitability position 
and enable it to provide better quality and service to 
consumers. The pricing controls need to be relaxed and 
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a freer play of market forces allowed to let the 
industry evolve a realistic pricing policy. 
7. The distribution system in bakery industry is in need 
of a change so that manufacturers are not dictated 
terms by the marketing intermediaries. Smaller units in 
the unorganised sector specially may benefit through 
the formation of a centralised marketing agency that 
can perform the task of economical and effective 
distribution. 
8. Promotion of bakery products is a task that should be 
undertaken by a variety of industry participants. 
Generic advertising to popularise the nutritive value 
and other desirable characeristics of bakery products 
is necessary and should be supported by the Government 
and the industry as a whole. At the firm level, there 
is a greater need to adopt an approach of promotion 
through focussed, brand-based, and differentiating 
strategies. 
Concluding, it can be stated that there are good 
prospects for the marketing function in bakery industry in 
India provided it is given proper support by the Government 
and sincere and sustained efforts are,made by the industry 
and its constituent units to constantly improve itself. 
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(i) 
PREFACE 
Food is a primary physiological need of hunan 
beings. It is the major source of energy to moderate the 
daily chores of life and provides nutrition. Food habits of 
people, the world over vary depending on several factors. 
These factors could be climatic, economic conditions, social 
and cultural modes of behaviour, and personel preferences. 
Bakery products as a food group are popular, 
convenient and inexpensive source of nutrition. Bakery 
industry, therefore, occupies a significant position in any 
country's economy. The Bakery industry in India today is 
nearly a century old. It constitutes bakery units of large, 
medium and small size in organised as well as the 
unorganised sectors; characteristically this industry is 
traditional, conservative, and low profile in nature. Like 
several other industries it has yet to adopt modern 
techiques of management. Among these techniques there is a 
vast potential for applying the concepts of marketing 
management. 
This thesis deals with the marketing functions in 
bakery industry in India. The attempt is to study the 
problems and prospects of marketing bakery products. The 
coverage of the thesis is wide but special emphasis has been 
laid on the analysis of the marketing functions in nodern 
(ii) 
Bakeries (India) Ltd. presently known as Modern Food 
Industries (India) Ltd. 
The thesis is divided into Five Chapters preceded 
by a prologue. The prologue lays down the basic franework 
for the study. It consists of a review of literature, 
statement of problem, scope, objective and methodology of 
the study and indicates the procedure of analysis and 
interpretation besides pointing out the limitations of the 
study. 
Chapter one "Food Habits and Nutritional Values" 
traces a brief history of the food habits of man in various 
stages of development of civilisation alongwith factors 
influencing the food habits. Chapter two "Development and 
Prospects of Bakery Industry in India" deals with several 
aspects of socio-economic significance of the industry. 
Chapter three is concerned with "Problems of 
Marketing of Bakery Products" and covers all relevant 
aspects of Marketing Mix. Chapter four "Problems and 
Prospects of Marketing of Bakery Products- A Case Study of 
Modern Food Industries (India) Ltd." has been taken up to 
corroborate the findings of the preceding chapters. The 
subject matter relating to this chapter has been covered in 
seven sections. 
(iii) 
The Last Chapter i.e. Chapter five, summarises the 
whole discussion of research exercise alongwith conclusions 
and suggestions. 
It is hoped that this research study will be 
helpful to those engaged in the bakery industry, specially 
the personnel involved in the marketing of bakery products. 
The federations and industry and trade associations of 
bakery industry may also find the study useful. Besides, 
policy makers in Government may consider the research 
findings. Academicians and researchers may derive benefit 
from the study and also avail opportunities for further 
investigations into this vital industry of India. 
25May, 1993 (Zia-ul Ghani) 
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PROLOGUE: BACKGROUND FOR THE RESEARCH STUDY 
IHTRODUCTIOH 
Man, ever since the inception of life on the earth 
had subsisted on vegetation and animal flesh. The food 
habits and nutritional values are the basic factors of human 
struggle in developing the food industry. The concept of 
balanced diet has engaged the attention of international 
agencies and social organisations the world over as large 
proportion of the world population is suffering from 
malnutrition. 
In our country the state began to realise the 
enormity of the problems of malnutrition by the end of First 
Plan. It led to the establishment of Modern Bakeries in 
Public Sector to manufacture nutritive breads and biscuits 
for every home. The Industrial policy Resolution has also 
been given emphasis to the development of bakery industry. 
The post independence period is thus marked by fast 
development of bakery industry specially with the growth of 
industrial towns and big cities. Simultaneously, with rapid 
advancement in food technology baking is not just an art but 
has become an act of modern technology. Bread, buns, 
biscuits, pastries etc. are wheat-based products lines of the 
bakery industry which are considered as a means of provlflLing 
supplementary nutrition. These products are consumed by 
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masses at all times on every occasion. Inspite of its vital 
role in economic development of the country and its 
contribution towards the fulfilment of State com«iitment for 
raising the level of nutritional and the improvement of 
Public health by producing nutritonal products, the bakery 
industry has not received top priority in the development 
programmes of the country. It has been left to fend for 
itself. There is every need to make the industry competitive 
in both domestic and foreign markets. It is therefore, 
necessary to take care of its marketing functions with 
serious consideration so that the industry may go in for 
quality products through improved manufacturing processes 
and market the same at an affordable price. 
REVIEW OF LITERATURE 
A review of literature was undertaken for the 
research study that is discussed below. In the course of the 
review it was found that not many references of an academic 
nature are available. Bakery, being a low profile industry, 
does not attract much attention both in popular business 
magazines and also serious academic journals. As an 
alternative, reliance has been placed on various publications 
of industry association and federations proceedings of 
seminars and conferences and the only journal available, vis; 
The Indian Baker. The review has been presented in the 
Bsquence of various important issues that have a direct or 
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indirect bearing on the problems and prospects of marketing 
of bakery products in India. 
The role that the bakery industry and the 
products provided by it play in nutrition and balanced diet 
is acknowledged by several authorities. (For instance: 
Society of Indian Bakers, 1976). The significance of bakery 
products is, similarly, traced back to prehistoric times 
(Institute of Economic and Market Research, 1974 ). Many 
such references highlight the genesis and evolution of 
bakery manufacturing through the different periods of 
history. 
The importance and significance of bakery industry 
is accepted today as being an integral component of a 
country's effort to provide a wholesome nutritive diet 
(Yadav, 1979) and a wider spread of activities related to 
bakery industry are recommended (Ahuja, 1972). Several 
authors highlight the different and varied nature of 
problems faced by the bakery industry in India. For 
instance, lack of experienced qualified bakers, competition, 
high excise duties, etc. are mentioned as problems faced by 
smaller units (Kisnadwala, 1979) while, in general, all 
types of bakery units face problems of inconsistent quality 
of raw materials, high input costs, low level technology, 
untrained personnel, etc. (Kale, 1974). The prospects of 
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bakery industry in India are rated as bright by almost all 
authors who have comiriented on it. An analysis of statistics 
related to the statewise distribution of bakery units 
registered under the Factories Act, producers and retailers 
of bakery products in India, classification of bakery units 
in different sectors conclude that the industry is growing 
and, in terms of the low per capita consumption in India as 
compared to that in developed countries, there is ample 
scope for further expansion (Institute of Economic & Market 
Reserach, 1974 >. The same source, further, relying on the 
analysis of consumption pattern and population statistics 
concludes that there is an increasing trend in consumption 
and adequate opportunities for development and new 
investments. A Ten-year perspective plan (1975-84) for the 
bakery industry in India highlights interesting features of 
the growth and prospects such as investment and employment 
opportunities. A revised ten-year perspective plan (1981-90) 
broadly supported the conclusions and recommendations made 
by the earlier plan. (Institute of Economic & Market 
Research, 1974 & 1980). Several other authors also point 
out the good prospects (For instance, Kandhari; 1987; 
Mutbandar, 1979 ). 
Among other aspects of bakery industry, finance 
attracts some attention where references are made to the 
availability of loan facilities (Shah, 1969) and the 
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problems of the availability of working capital, especially 
for small scale units (Mutbandar, 1979 ). 
In keeping with the nature of the bakery industry 
and its peculiar characteristics the most important concern 
is.expressed for the different aspects of raw materials. The 
criticality of raw materials is emphasised fay several 
authors (For instance, Thakker, 1969 and Sathyanarayan, 
1969). The future progress of the industry is considered to 
be dependent on adequate supply of raw materials of 
desirable quality (Rao, 1969 ) which could be fortified with 
vitamins, proteins, and minerals to meet nutritional 
deficiency (Menon, 1969). Since raw materials constitute 
between 60 to 80 per cent of the manufacturing costs, 
maintaining adequate supply of the right quality raw 
materials available at economic prices is considered to be 
the major problem faced by the bakery industry (Rao, 1969 ). 
Pointing to a truism, it is said that the bakery products 
can be only as good as the raw materials that go into making 
ih^ 'm (Mukherjee, 1969). It need not be overemphasised that 
various quality-related aspects of raw materials need close 
attention (Krihsnakumar Ghosh, 1983). Among the raw 
materials both essential ingredients such as flour, yeast, 
etc. and the non-essentials such as malt, emulsifying agents 
are necessary to improve the bread quality (Rahim, 1992 ). 
This is so because the various attributes of finished bakery 
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products are critically dependent on the quality of inputs 
(Dutta, 1969). 
Among the different types of raw materials, wheat 
and flour, is considered to be the most important. Host 
authors and industry experts, therefore, have focussed their 
attention on the various aspects of wheat and flour. Grading 
(Mendon-ca, 1979), the presence of gluten (Kauser, 1979), 
uniformity (Mutbander, 1979), impact of differing climatic 
conditions (Rao, 1969), the inconsistency in flour milling 
(Khanna, 1972), varying quality standards (Institute of 
Economic and Marketing Research, 1974), mixing in improper 
quantities (Rao, 1992), etc. are considered to be the 
determining factors. Further, the genetic components of 
wheat and the agricultural conditions under which grown 
(Rahim, 1992), procedure for milling it into flour (Ramdher, 
1969), proper blending in milling (Setty, 1969), the 
conditions imposed by the Prevention of Food Adulteration 
Act (Pillai, 1969), the erratic supply by the Food 
Corporation of India (Tambe, 1969). The need for wheat 
conditioning (Murthy, Mehra & Agarwal, 1972) and desirable 
dough characteristicss (Austin and Singh, 1972), and 
parameters deciding the suitability of wheat for proper 
milling (Ramprasad, 1989) are the other factors. The 
proliferation of references as can be seen above, are an 
indication of the importance attached to raw materials, in 
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general, and wheat, in particular. The raw materials have an 
undeniable impact on the quantity of the finished bakery 
products end and have important implications for marketing 
as will be seen later. 
Besides wheat, other raw materials and inputs 
such as yeast (Ghatak, 1969, Muthusani, 1969, Kambli, 1979, 
Talwar, 1979 & D'Souza, 1989); shortening (Agarwal, 1979) 
and leavening agents (Dubey, 1972 and Patel, 1992); Salt 
K 
(Chaturvedi, 1974); and additives, flavours and colours 
(Nagaraj, 1989 & Rahim, 1992 ) have also attracted the 
attention of authors and industry experts. 
Production methods, problems etc. have a direct 
bearing on marketing. Bakery industry, being production-
oriented has been the focus of attention of many experts. 
The use of proper production techniques has been emphasized 
(Gonzalez, 1969) and the usage of newer methods to reduce 
processing time, etc. are encouraged (Rao, 1992 ). Several 
benefits arise from the application of modernisation in 
bakery production (Goel & Mishra, 1979) and introducing 
recent technological developments (Rao & Shurpalekar, 1979). 
The production and usage of new, improved equipments and 
machinery is suggested for better quality output (Shah, 
1969 ; Arjundas, 1969; Mutbandar, 1979 , & Krishna, 1979). 
The categorisation of machinery is done into essential and 
auxiliary ones (Kapoor, 1987). The scope of modernisation. 
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usage of equipment and machinery, material handling etc. is 
indicated as quite appreciable (Naik, 1989). 
The role of trained personnel and the significance of 
schools and institutes for foodcraft are assessed, 
emphasized, and highlighted by several experts (Dubey, 1969; 
Gaur, 1969; Khanna, 1969; & Shah, 1969 ). Besides basic 
foodcraft training, development of managerial and technical 
skills is also recommended (Hutbander, 1979 ), a wholistic 
approach covering different managerial levels is suggested 
(Dubey, 1979) and the usage of different types of training 
methods is advocated (Ghatak, 1989). 
Proper training could be expected to lead to for 
instance, better quality control (Langer, 1989 ) an aspect 
which merits close attention. Even from the viewpoint of 
marketing, quality is an extremely important aspect. Several 
authors and experts have commented on matters related to 
quality of bakery products. The consumer needs, wheat flour, 
processing methods, and consumer perception are viewed as 
important for quality of bakery products (Sullivan, 1987) in 
a market that is increasingly becoming competitve 
(Javalgalkar, 1969). Consistency in bread and other bakery 
products quality is essential (Rao, 1992 ) as quality 
control is integral to manufacturing technology of bakery 
products (Langer, 1989 ). This is thought to be important as 
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consumers as well as the industry have become quite 
quantity-conscious (Krishnamurthy, Girish & Jaisani, 1972). 
Marketing and its related aspects has attracted 
precious little attention from authors and industry experts. 
A few of them have commented on these aspects the references 
of which are available in scattered sources. It is argued 
that since a sizeable market for bakery products exists, 
marketing operation should be evolved to meet consumer 
needs, develop varieties under different brands, sell 
branded products as against unbranded ones, have sales 
promotion programmes and avoid selling at a price lower than 
production cost (Ahuja, 1979). Importantly, the same experts 
suggests that it would be useful to create a balance between 
the attention given to technological and manpower problems 
and that given to the marketing problems of the bakery 
industry. Unhealthy competition and price cutting are 
disapproved of (Kumar, 1987). The same expert describes the 
various factors affecting demand of bread mainly owing to 
the rapid industrial development in India and the 
perceptible changes taking place in the socio-economic 
pattern of living. Continuing, the expert also lists a wide 
range of constraints causing impediments in the marketing of 
bread. The segments affecting the demand of bakery products 
are considered as defence, railways, government, exports, 
xmport substitution, local markets and markets for ancillary 
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products (Krishna, 1977). Interestingly, a survey conducted 
by the National Council For Applied Economic Research, Hew 
Delhi, in 1986 reveals that the biscuit consuming households 
in rural areas are 38 per cent more than that in urban 
areas, a fact which apparently seems to be contradictory to 
popular perception. This also shows that the prospects of 
marketing bakery products in rural areas is certainly better 
than those in urban areas. 
Other factors in the marketing mix such ss 
distribution, promotion, etc, have elicited s lukewarm 
response from authors and industry expert. For instance, 
packaging- which is a significant aspect of a perishable 
product like bakery items- is considered critical and 
suggestions are made to have packaging materials that are 
resistant to seepage can retain moisture and flavour and 
provide adequate protection from dust, bacteria and other 
germs. Further, these materials should be sensitive to light 
and ultraviolet radiations (Dotivala, 1969). The safe 
delivery of bakery products in factory- fresh conditions can 
be ensured by having packaging that is suitable from the 
point of view of product characteristics, type of protection 
required, economy, taste, odour, non-toxicity, ability to 
withstand pressure and high temperature, resistance to 
grease and oil and whether it is physiologically harmless 
(Rao, 1979). Different types of packaging materials for 
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bakery products are also suggested which may not only help 
in protecting and maintaining quality but also help in 
creating brand differentiation that can help in better 
iriarketing and dealing with increased competition 
(Khorakiwala, 1989). 
For distribution, that is quite critical to 
effective marketing of bakery products, it is suggested that 
small and tiny units should evolve a distribution system 
different from that for large units. Besides, these units 
can evolve a cooperative marketing management system 
(Mutbandar, 1979 ). 
Promotion attracts the rare attention of an 
expert who is of the view that though modern means of 
advertisement are available small units are either unwilling 
or unable to promote their products. The middleman's 
attitude to promotion of bakery product is also doubtful 
(Shastri, 1987). 
Finally, the opinion expressed in the guidelines 
for preparation of projects reports for bakery units merits 
attention. According to these, marketing occupies an 
important facet of bakery business. Marketing aspects for 
bakery products that need consideration are: demand 
estimation, market segmentation, product planning, pricing. 
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distribution, promotion, marketing personnel requirements 
and marketing costs (US Wheat Associates, 1992). 
From the above review of literature it can safely 
be concluded that, apart from the industry experts views and 
opinion, almost no work of a worthwhile academic value has 
been attempted in India as yet and the problems and 
prospects of bakery products in India need a serious 
considerat ion. 
STATEMENT OF THE PROBLEM 
Mental and physical wellbeing of its people has 
always been considered essential for the overall development 
of any nation. In order to keep himself robust and 
boisterous man derives energy from a number of nutrients-
available in different food groups viz., milk, meat, fruit 
and vegetable and cereals. Amongst all cereals, wheat is 
considered as a staple food in tropical nations where it 
contributes as much as 27% of the caloric requirements and, 
moreover, in the world market it is one of the lowest in 
cost. (Adsule, 1987). What is unique to wheat among cereals 
is its protein "gluten" which renders it suitable for 
preparation of a variety of baked products as well as 
traditional chapat i or rot i which can be supplemented and 
conyumed alongwith other food groups. 
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However, the behaviour of man towards food 
consumption in different part of the world is variable. 
Frequently the consumption pattern diet does not follow the 
pattern suggested by dieticians leading to over and under-
nutrition. (Gopalan, 1981). The sheer ignorance of knowledge 
of Balance diet due to prevalence of customs, traditions and 
usage and in some cases the lack of economic prosperity, are 
the major factors responsible for developing such behaviour 
of man with regard to food intake. Both over and under-
nutrition are harmful resulting into ill-health and mental 
weaknesses. 
With the advent of modern food and baking 
technologies together with improved and effective means of 
comiriunication the bakery industry can lay a vital role in 
bringing a change in the behaviour of food intake if wheat 
based nutritious products in combination with other food 
groups having regional tastes and flavours are made 
available to the consumers at large. The use of mass 
production technology will result in bringing down the 
average price of these convenience food items and would 
induce the population to adopt healthier consumption 
pattern. Though the development of such products cannot 
provide a wholesome meal in itself but steps in these 
directions will enhance the concept gf a balanced diet and 
also contribute in marketing baked products of "therapeutic 
nature" at lower cost of production. 
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In pursuance of these objectives the bakery 
industry is, however, facing a number of problems in the 
area of marketing. In view of this it has been considered 
essential to undertake a study of Problems and Prospects of 
marketing of bakery products with special reference to 
Modern Food Industries (India) Ltd. (Formerly known as 
Modern Bakeries (India) Ltd. 
SCOPE OF STUDY 
Bakery industry is one of food processing 
industry. It manufactures and markets wheat-based 
convenience food items such as bread, biscuit, buns, 
pastries, cakes etc. The products of the industry are well 
received and consumed by masses as they provide an adequate 
amount of nutritive value alongwith a variety of tastes and 
flavours. 
The industry, in fact, possesses a lot of 
potential to respond to the national call for raising 
nutritional status by stepping up its production of 
nutrition food and contribute towards economic and 
industrial development of the country in a befitting manner. 
However, in pursuance of its objectives the bakery industry 
like other industries, is also confronted with several 
constraints of multifarious nature in its operational areas 
comprising production, personnel, financing, marketing etc. 
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It, therefore, necessitates the need to study and 
analyse in a logical manner the problems of different 
functional areas of the industry and suggest ways and means 
to overcome them so that the industry may grow and prosper 
in future. 
With this in view, the present study has been 
undertaken. However, the area of bakery industry requiring 
study is quite wide therefore the scope of the study is 
defined within the limits as outlined below. 
1. A descriptive study of the issue of food habits and 
nutrition purely for the purpose of providing the 
context within which the bakery industry operates has 
been undertaken. 
2. A profile of bakery industry in India from the 
viewpoint of its development and prospects has been 
prepared with a view to impart a completeness to 
further presentation and provide the background for the 
study. The profile is limited to the bakery industry 
only, with special emphasis on the major products, 
bread and biscuit, and does not include allied and 
auxiliary industries such as bakery equipment etc. 
3. Only the functional area of marketing is considered. 
But other functional areas such as production, finance. 
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personnel, materials etc. are referred only to the 
extent that issues in these areas have a direct or an 
indirect bearing on the marketing function. 
4. For marketing, the approach adopted is a selective 
emphasis on issues that highlight the problems and 
prospects of marketing of bakery products. The study is 
not intended to be a comprehensive coverage of all 
possible aspects of the marketing function. 
5. From the industry's viewpoint, the focus in this study 
is on large, medium and small bakery units in public 
and private or organised or unorganised sector. 
However, for a detailed analysis the study focusses on 
the problems and prospects of marketing as it operates 
in Modern Food Industries Ltd. 
OBJECTIVES OF THE STUDY 
The objectives stated below, have been set for the 
present study. 
1. To make a descriptive presentation of food habits and 
nutrition to provide the background for the study of 
bakery industry. 
2. To prepare a profile of bakery industry to highlight 
its development and prospects with a view to provide 
the context for the study of the problem and prospects 
of the marketing function. 
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3. To examine, discuss, and analyse the problem and 
prospects of marketing of bakery products in India. 
4. To prepare, analyse, and derive conclusions from a 
specific case study of Modern Food Industries Ltd. 
5. To highlight the need and importance of the marketing 
function in bakery industry in India and to suggest the 
ways and means to make it effective. 
METHODOLOGY OF RESEARCH 
The review of literature has revealed that no 
academic work has been done on the problems and prospects of 
marketing of bakery products in India. In line with this, 
the design of the present study is exploratory in nature The 
approach adopted is to attempt an analytical and descriptive 
study. 
The bakery industry in India is a Iqw-profile 
industry and, therefore, data collection has proved to be a 
difficult task. A detailed questionnaire was earlier 
designed covering all the aspects of the marketing function 
to be sent to various bakery manufacturers in different 
sectors. However, this exercise proved to be futile as there 
was inadequate response. This approach was abandoned in 
favour for a more concise checklist for interviews to be 
conducted at the premise of bakery manufacturers. The 
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earlier approach was to send the questionnaire by mail. 
Through a personal approach it was thought that the response 
would be better. This exercise proved to be partially 
successful as several of the manufacturers declined to part 
with information and instead provided the annual reports, 
wherever available, or directed the researcher to other 
sources. 
For the purpose of data collection, an interview 
checklist was prepared that is provided in Appendix No.7 
Through this checklist, it was possible to contact and 
collect information from bakery manufacturers situated at 
Aligarh and nearby towns. The researcher also contacted 
bakery units situated in and round Delhi to have a wider 
access to more varied informational sources. Apart from the 
primary data collection, reliance was also placed on tapping 
the secondary sources of information. These sources are as 
under: 
1. Federation of Biscuits Manufacturers of India (FBMI) 
2. All India Bakery Manufacturers Association (AIBMA) 
3. United States Wheat Associates, New Delhi 
4. National Association of Bakery Industry (NABI) 
5. Society of Indian Bakers. 
Besides these, the researcher also approached the 
different libraries and resources centres situated at 
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Aligarh and Delhi. These proved to be a highly fertile 
source of secondary information. The industry aseociation 
and federations provided valuable support by access to the 
industry publications, statistics, etc. related to the 
bakery industry in India. 
The following documents proved to be of 
significance and have been extensively referred to in the 
study: 
1. Bakery Industry in India: Report and Directory 
2. Bakery Industry in India : A Preinvestment Study for 
Capacity Expansion. 
3. A Ten Years Perspective Plan for Bakery Industry in 
India (1974-75 to 1983-84). 
4. A Ten Years Perspective Plan for Bakery Industry in 
India (1981 to 1990). 
5. Various issues of the journal : The Indian Baker 
8. Proceedings of Industry Clinic on Bakery Products 
7. Proceedings of the Seminar on Problem, Prospects, and 
Promotion of Bread Industry. 
8. Proceedings of the Seminar on Better Baked Products. 
9. Proceedings of the Short Course on Baking Science & 
Technology. 
10. Proceedings of various symposia and seminars conducted 
by the AIBMA, Society of Indian Bakers, Wheat Products 
Promotion Board, US Wheat Associates among others. 
For the purpose of the detailed study of the 
Modern Food Industries Ltd., an interview checklist was 
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prepared covering various aspects of the marketing function. 
This checkist (given in Appendix-7 proved to be handy in 
conducting semi-stroctured interviews of the top management 
of MFIL, and the marketing personnel at different units of 
the MFIL. Extensive use has been made of the documents, 
mainly annual reports, of MFIL in preparing a case study of 
the MFIL marketing functions. 
ANALYSIS AND PRESENTATION 
The data and information collected from the 
various sources, as mentioned in the previous section, was 
logically ordered and analysed with a view to prepare a 
profile of the bakery industry in India and a case study of 
the marketing functions at Modern Food Industries Ltd. For 
preparing profile of the bakery industry in India stress was 
given to development and prospects of the industry so that 
the problems faced by this industry could be presented in an 
analytical and descriptive fashion. The information 
collected from MFIL was arranged in an order to facilitate 
an orderly presentaion and logical analysis of the various 
aspects of the marketing function as it operates at the 
Company. All along, the effort in the profile, as well as in 
the case study, has been to highlight the problems and 
prospects of marketing of bakery products in India. Earlier, 
a descriptive presentation has been made of the issues 
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concerning food habits and nutrition as these form the 
background for the research study. A full chapter has been 
devoted to summarising the main findings of the study and to 
point out the problems and prospects of marketing of bakery 
products from the viewpoint of the bakery industry in 
general and of HFIL in particular. 
LIMITATIONS OF THE STUDY 
Despite the best efforts put in, it is 
understandable that several lacunae and shortcomings remain 
in the study which have to be pointed out. Several of these 
shortcomings could be traced to problems that every 
researcher faces while conducting research in India. The 
difficulty in obtaining information, the inadequacy of data 
sources, the timeliness and completeness of the information 
contained in these data sources, etc. have negatively 
affected the quality of research work to a certain extent. 
The paucity of time, money and other resources was felt 
acutely due to several reasons. The personal commitments and 
other family responsibilities of the researcher, the absence 
of any funding agency, lack of support from the various 
institutions, etc. have created shortcomings that have 
proved to be difficult to surmount. Despite these, a 
sincere and serious attempt has been made so that a modest 
contribution could be made to the study of the one of the 
most important industrL^sin India which, unfortunately, does 
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not attract much attention from the Government and other 
agencies inspite of its seminal contribution to the health 
and nutrition for the large population of India. 
23 
REFERENCES 
Adsule, P.G., Rising challenge before Bakery Industry", 
tJdvog Yug Samachar. August, 1987, P. 9. 
Agarawal, T.H., "Quality of shortening used in Bakery", 
Proceedings on Industry clinic on Bakery Products, 
SISI, Hew Delhi, March 23-24, 1979, PP.32-39. 
Ahuja, S.P., "Marketing ol Bakery Products", 
Proceedings of Industry Clinic, on Bakery Products, New 
Delhi, March 23-24, 1979, PP.119-128. 
Ahuja, S.P., "t^ ew Investment opportunities in Bakery 
Industry". The Indian Baker, Vol.2, No.3, New Delhi, 
Sept., 1972, PP. 6-11. 
Arjundas, J "Do we need equipment to Modernisation" • 
Proceedings of Better Baked Products, SeminarHo. II, 
March 1969, PP. 99-103. 
Austin A. & Singh H.D., "Flour blending as a means of 
improving the physical characteristics of dough". The 
Indian Baker, Vol.2, No.3., The Society of Indian 
Bakers, New Delhi, Sept. 1972, P. 24. 
Bakery Industry ili India- Report & Directory. the 
Institute of Economic & Market Research, New Delhi, 
(1974), P.43. 
24 
Ibid., PP.49-52. 
Chaturvedi, "Salt Bread Baking". The Indian Baker, 
Vol.4, Ho.2, The Society of Indian Bakers, Hew Delhi, 
June 1974, PP.26-27. 
Dubey, S.C., "Leavening Agents". The Indian Baker, 
Vol.2, Ho.l, The Society of Indian Bakers, new Delhi, 
Harchl972, P. 15. 
Dubey, S.C, "Role of Bakery Schools in upgrading the 
Industry"• Proceedings of Seminars on Better Baked 
Products, Series Ho.11, New Delhi, March 1969, PP.8-10. 
Dubey, S.C., "Importance of Adopting Modern method 
efficiency quality products, CkigLt control and 
Packaging." Proceedigs of Industry clinic on Bakery 
products, SISI, New Delhi, March 23-24, 1979, PP.76-
80. 
D'Sou z a , Joe, "The Eiilfi ol yeasts in the B^kinfi 
Industry". The Proceeding of Hational Seminar on Bakery 
Industry, National Association of Bakery Industry, 
Bombay, 3rd and 4th April, 1989, P.40. 
Dutta, P. "Importance of Raw Material in Bakerv 
Industry". Pro ceedings of Seminar on Better Baked 
Products, Series no. II, Hew Delhi, March 1969, P.87. 
25 
Dotivala, Godrej , H "Package compatibility for Bread 
and Biscuits" . Pro>-ceedings of Seminar on Better Baked 
Products, Series no. II, Hew Delhi, March 1969, PP.131-
134. . 
Gaur, M.R, "Role of Bakerv School in upfiirading—tiia 
Industry". Pro-ceedings of Seminar on Better Baked 
Products, Seminar no. II, Hew Delhi, March 1969, PP.12-
13. 
Ghatak, R.H., "Yeast in Bakery Products". Pro-ceedings 
of Seminar on Better Baked Products, Series no. II, New 
Delhi, 1969, PP.104-108. 
Ghatak, Un,ial."Why training". The proceeding of 
National Seminar on Bakery Industry, National 
Association of Bakery Industry, Bombay 3-4, April 1989, 
PP. 14-15. 
Goel, P.C. & Misra., P." Importance of adopting Modern 
methods for efficiency, quality product, cost control 
and packaging" . Pro-:;eedings on Seminar on Better Baked 
Products, Series no. II, New Delhi, March 23-24, 1969, 
PP.65-72. 
Gonzalez, Richard, F., "Bakery Procedure". Proceedings 
of Seminars, Series no. II, New Delhi, March 1989, 
PP.28-32. 
26 
Gopalan, Indira., ICLiifi^ ja and B^St. Food, Yogna, vol.XXV-
IL., 1-15 July, 1981. 
Guide! ine.s for Prepftration of Project Report & PrQ.iect 
Evaluation- Guideline No.3, Proceedings of Short Course 
on Baking Science and technology, Sponsored by U.S, 
Wheat Associated, Hew Delhi, 25th May-5th June, 1992, 
P.2. 
lEMR, ibid. 1974, PP. 9-67. 
lEMR, ibid. 1974, PP. 86-92. 
IEMR, ikiii, 1980, PP. 9-63. 
Javalgekar, S.R., "Rgguirements of biscuits Industry", 
Pro_ceedings on Seminar on Better Baked Products, New 
Delhi, March 23-24, 1969, P.137. 
Kale, K.B., "Bakery £q.uipmgnts- A Hanufacturer's View 
Point". The Indian Baker, Vol.4, No.2, The Society of 
Indian Bakers, New Delhi, June 1974, PP.7-15. 
Kambli, S.D., "Bakers Yeast". Pro-ceedings on Industry 
clinic on bakery products, New Delhi, March 23-24, 
1979, PP.40-41. 
Kandhari, L.R., "Wheat Products Promotion Board". 
Pro-ceedings on Sytnposiuiri on Problems, Prospects & 
27 
Promotion of Bread Industry, Society of Indian Bakers, 
New Delhi, September 1, 1987, PP.10-11. 
Kapoor, Inder., "Bread HaWing Machinery". Prouceedings 
on Symposium of Problems, Prospects and Promotion of 
Bread Industry, The Society of Indian Bakers, New 
Delhi, Sept. 1, 1987, P.53. 
Kauser, R.S., "Flour for Rakerv Products". Pro^ceedings 
on Industry clinic on Bakery products, SISE, New 
Delhi, March 23-24, 1979, PP.26-27. 
Khanna, P.C., "The nfi^ d of the milling aiiii bakery 
Industries in India, for wj-ieat & how to meet them", The 
Indian Baker, Vol.2, No.3, The Society of Indian 
Bakers, New Delhi, Sept.1972, PP. 31-35, 
Khanna, L.R., "Role fo Bakery Schools in upgrading the 
industry". Pro-ceedings on Seminar on Better Baked 
Products, Series No.II, New Delhi, March 1969, PP.14-
17. 
Khorakiwala, Zoher., H . . " Importance nf Packaging Sl 
packaging Material in Bakery Industry". Pro,.ceedings of 
National Seminar on Bakery Industry, National 
Association of Bakery Industry, Bombay, 3rd and 4th 
April, 1969. PP.8-11. 
28 
Krishnakumar, P. & Ghosh D., "Raw Materials used in 
bread Industry-Role & present Scgnario", Pro-ceedings 
of Symposiuiri of Problems,Prospects and Promotion of 
Bread Industry, the Society of Indian Bakers, Delhi, 
Sept-1, 1987, PP. 20-26. 
Risnadwala, V.H., lAn Ld£.al Small SLfiiiiox Biscuit 
Industry". Pro-ceedings on Industry clinic on Bakery 
Products, SISI, New Delhi, March 23-24, 1979, PP.63-65. 
Krishnamurthy, K. Ghosh, G.K. & Jiasani, J.C., 
"PrQgiQtiQn of Wheat Bakeries for Bakery deyelopment", 
The Indian Baker, Vol.2, No.3, The Socety of Indian 
Bakers, New Delhi, Sept. 1972, PP.21-35. 
Krishna, S.S., "Setting no s Bakery Project for a new 
enterpreneur-the methodology af the preparation af. 
project report... including market survey. financial 
management ami the economic of the operation" > The 
Indian Baker, Vol.7, No.l, The Society of Indian 
Bakers, New Delhi, March 1977, P.17. 
Kumar, Sanjiv, "Marketing & Future Prospects of Brjmd 
Industry in India". Pro-ceedings of Symopsium of 
Problems, Prospects & Promotion of Bread Industry, The 
Society of Indian Bakers, New Delhi, Sept.l, 1987, 
P. 37. 
29 
Langer, S.S., "Quality control vital Isix.—gxiiHtli—in. 
biscuit units". Pro-ceedings of National Seminar of 
Bakery Industry. The National Association of Bakery 
Industry, Bombay, 3rd & 4th Appril, 1989, P.4. 
Langer, S.S., ibid, (1989), P.3. 
Henon, K.S.K., "Importance of Raw Materials in Baking 
Industry". Pro-ceedings of Seminars on Better Baked 
Products, Series No.II, New Delhi, March, 1969, PP.TO-
YS . 
Mendonca, A.F., "Quality cf Flours used in Froduginfi? 
cakes. Pastries & Biscuits etc.". Pro-ceedings on 
Industry clinic on Bakery Products, SISI, New Delhi, 
March 23-24, 1979, PP.23-24. 
Mukherjee, J., "Importance of Raw Material.g in Bakery 
Industry". Pro-ceedings of Seminars on Better Baked 
Products, Series No.II, New Delhi, March 1969, PP.90-
91. 
Muthusani, V., "Yeast and its uses in Bnkerv Products", 
Proceedings of Seminars on Better Baked Products, 
Series No.II, New Delhi, March 1969, PP.110-114. 
Murthy, N.B.R.K.; Mehra, K.K; & Agarawal, N.S., lA 
brief report on the tests carries out in respect of few 
selected—varieties of wheat supplies tor assessing 
30 
baking Qualities". The Indian Baker, Vol.2, No.2, 
Society of Indian Bakers, Hew Delhi, June 1972, PP.ll-
15. 
Mutbandar, VB.; "Rakerv Craft- Problems & Prospects". 
Procceedings on Industry clinic on Bakery Products, 
SISI, Hew Delhi, March 23-24, 1979, P.12. 
Mutbandar, V.B.; < 1979)-iliM, PP.11-12. 
Mutbandar, V.B.; (1979)-ibid. PP.7-8. 
Mutbandar, V.B.; (1979)-itLid., P. 10. 
Mutbandar, V. B . ; (1979)-itiijdL, P.9. 
Mutbandar, V.B.; ( 1979)-iiiid, P.11. 
Mutbandar, V.B.; (1979)-itLi<±, PP. 12-13. 
Nagaraj, K.; "Use of Flavours & Colours in Bakery 
Industry". The Proceedings of Hational Seminars on 
Bakery Industry, The Hational Association of Bakery 
Industry, Bombay, 3rd & 4th April, 1989, PP.22-23. 
Haik , Ashok; "Mndernisation of Bakery Industry". The 
Proceedings of National Seminars on Bakery Industry, 
The National Association of Bakery Industry, Bombay, 
3rd & 4th April, 1989, PP.30-37. 
Patel, M.M., "Leavening Af^ents" , Proceedings of Short 
Courses on Baking Science and Technology, sponsored by 
31 
U.S. Wheat Associates, New Delhi, 25th May to 5th June, 
1992, P.l. 
Pillai, Maruthai P; "Hillers can S U P P IV Desired Flour". 
Proceedings of Seminar on Better Baked Products, Series 
No.II, New Delhi, March 1969, PP. 123-125. 
Rahim, Abdul; "Flour Quality Characteristics" > 
Proceedings of Short Courses on Baking Science and 
Technology, Sponsored by U.S. Wheat Associates, New 
Delhi, 25th May-5th June, 1992, P.13. 
Rahim, Abdul; 1992- itiiii, P - 1 . 
Rahim, Abdul: "Role cf Additives in baked Gcods", 
Proceedings of Short Courses on Baking Science & 
technology. Sponsored by U.S. Wheat Associate, New 
Delhi, 25th May to 5th June. 1992, P.l. 
Ramprasad, S.K., "Role of Wheat Flour in Bakery 
Industry". The Proceedings of National Seminars on 
Bakery Industry, The National Association of Bakery 
Industry, Bombay, 3rd & 4th April, 1989, PP.17-18. 
Rao, R.B., "Importance of Raw Materials io Baking 
Industries". Proceedings of Seminar on Better Baked 
bread, Series No.il, New Delhi, 1969, PP.49-89. 
Rao, R.B., (1969) -ihid., PP. 77-84. 
32 
Rao, Haridas, P; "Flour constituents in Relation Lci 
Baking Industry Protein". Proceedings of Short Courses 
on Bakery Science and Technology, Sponsored by U.S. 
Wheat Association, New Delhi, 25th May-5th June, 1992. 
P. 1 
Rao, Haridas, P; "Newer Bread Making Hsthods", 
Proceedings of Short Courses on Bakery Science and 
Technology, Sponsored by U.S. Wheat Association, New 
Delhi, 25th Hay-5th June, 1992., P.l. 
Rao, Haridas, P; "Bread Faults -Causes & Remedies". 
Proceedings of Short Courses on Bakery Science and 
Technology, Sponsored by U.S. Wheat Association, 
New Delhi, 25th Hay-5th June, 1992. P.l 
Rao C.V.; "Packaging of Bakery products". Proceedings 
of Industry clinic on bakery products, SISI, Hew Delhi, 
March 23-24, 1979, PP.91-92. 
Rao, Haridas, P. and Shurpalkar, S.R.; "Small Bakeries-
An Innovative Approach". Proceedings of Industry clinic 
on bakery products, SISI, New Delhi, March 23-24, 1979, 
P.390. 
Shah Jaswant C; "Need for Small & Medium Si;;ed Bakeries 
and Equipment Required for Modernisation", Proceeding 
of Seminar NO.II, Hew Delhi, March 1969, P.19. 
33 
Shastri Inder Singh, "M»rket & Future PrOSPectS of. 
F^read" . Proceedings of Symposiun on Problems, Prospects 
& Promotion of Bread Industry, the Society of Indian 
Bakers, New Delhi, Sept. 1, 1987, PP.31-33. 
Sathyanarayan, M.S; "Importance of Raw Material on 
Bakery Industry & Desiderata", Proceedings of Seminar 
on Better Baked Products, Seminar No.II, 1969, New 
Delhi, PP.37-46. 
Sullivan, John, W; "Some comments on Bread Quality", 
Symposium on Problems, Prospects & Promotion of Bread 
Industry, The Society of Indian Bakers, New Delhi, 
Sept.l, 1987, PP.45-52. 
Talwar, J.M.; Raw Material for the quality of E a k M 
Product Yeast" Proceedings of Industry clinic on 
bakery products, SISI, New Delhi, March 23-24, 1979, 
PP.44-51. 
Tambe, A.N.; "Millers Q&D SUPPIY Desired Flour" > 
Proceedings of Seminar on Better Baked Products, Series 
No.II, New Delhi, 1969, PP. 126-128. 
Thakkar, J.T.; "ImDort»nce of Raw Materials in Bakery 
Industry". Proceedings of Seminar on Better Baked 
Products, Series No.II, New Delhi, 1969, PP.33-38. 
u 
Vithaldas, Randhir; "Millers can SIIPPIV DFTRIRNH flour". 
Proceedings on Seminars on Better Baked Product, Series 
Ho.II, Hew Delhi, March 1989, PP.115-118. 
Yadav, Jagdambi Prasad; Hon'ble Minister of State for 
Industry. "Inau^aral Address". Proceedings of Industry 
clinic on bakery products, SISI, Hew Delhi, March 23-
24, 1979, PP.15-18. 
35 
CHAPTER I 
FOOD HABITS AHD HUTRITIONAL VALUES 
The present study is devoted to three vital issues 
about food. In the first instance it traces the 
relationship between man and food. Man has been relentlessly 
searching for food since the inception of human life on the 
planet Earth. In the process he has been devising techniques 
and developing technologies to make the best use of all 
sources of food. This is dealt within the first part of the 
Chapter. The next vital issue is related to the food habits 
which are really different the world over due to climate, 
natural endowments, ethical and ethnical and such other 
influences. The subject matter has been logically presented 
under the second part of the Chapter: "Influences on Food 
Habits". 
The issue of paramount importance is really the question of 
nutrition which the intake of food must yield for the 
development and sustenance of a healthy body and sound mind. 
It is no wonder that only an insignificant section of the 
population world over is taking nutritive food and rich 
diet. A majority continues to suffer from malnutrition. This 
aspect is presented in the third part of the Chapter: 
"Nutritive Value of Food". 
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1.1 MAN AND HIS EARLY FOOD HABITS 
Baking has its origin in food habits. Han, ever 
since the inception of life on earth, as been devisiting 
means to feed himself. 
The baked food may have been an accidental 
discovery of the barbarians. Neanderthal man used pointed 
stones for hunting animals for food. They led nomadic life. 
Food was the only factor responsible for the migration of 
Neanderthal man from regions to region.^ 
The sharp and pointed stone implements are also 
known to have been used by Australopithecinae in hunting 
animals for food^. The Neanderthal man first learnt to roast 
the flesh.^ 
Climate changes had its own effects on the food 
supplies to Neanderthal man. In winter, their life was 
miserable when the food was scanty and in summer preserving 
the food was difficult. The lack of knowledge to reproduce 
the sources of food supplies may be regarded as one of the 
reasons of nomadic life of Neanderthal man. They needed 
larger quantity of food as they lived in small communities. 
They had to defend their own regions well from intruders for 
a steady supply of food. Largely vegetation and hunting were 
the means of food supply to Neanderthal man.'^ 
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Palaeolithic man, the successor of Neanderthals, 
was capable of hunting down larger animals with improvised 
tools, experience, and skill. They had learnt also to build 
tents and cover their bodies with animal skins in winter. 
The discovery of dried and smoked meat in that age was, of 
course, a step forward to overcome the deficiencies of food 
due to climatic changes.^ They also used to make cakes of 
crushed grains, soaked into pulp and dried in the sun. This 
type of bread may be rightly regarded as the one ever made 
by man. Prehistoric finds suggest that primitive ovens were 
the stones heated with ashes to bake breads. 
The foregoing analysis of the early food habits, 
process, etc. indicates that the art of bread making in one 
form or the other has been practiced from the very early 
times. Cakes of barley have been discovered by stone age 
dwellers.^ The inhabitants around the Swiss Lake, who lived 
about 10,000 years ago, had developed the art of baking.® 
Baking was understood by ancient Egyptians and Chaldean.^ 
The Bible mentions leavened and unleavened bread. It is a 
recorded fact about Abraham that he commanded Sarah to make 
ready three measures of fine meal, knead it and make cakes 
upon the hearth.^^ 
In these primitive times milling and baking were 
twin arts. Generally the housewives did both the tasks. In 
Chaldea an oven for baking bread was found in the courtyard 
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of every house close to the grinding stones. Tomb paintings 
of ancient Egypt depict all the processes associated with 
bread making including the planting and harvesting of wheat 
12 and grinding, mixing and baking bread. 
The Greek historian Horodotus has given a detailed 
account of the techniques of bread making in ancient Egypt. 
In his opinion, Egypt is the motherland of modern bakeries. 
According to him, there were many varieties of bread and 
cakes that were made of the basic ingredients of flour, 
water, salt and leavening. Various seeds and flavours were 
added. In the valley of the Nile the Egyptian raised barley 
1 T 
and wheat. They discovered the technique of fermenting the 
dough and building ovens for lighter bread. The use of yeast 
for loaf actually originated in Egypt, a technique which is 
in vogue even today. 
The West owes much to Egypt in learning and 
developing the technique of bread making. There was a 
difference in shape and ingredients; the bread that had 
height, breadth and width was made in the West in specially 
built ovens to heat the dough. Simultaneously from top to 
bottom, Assyrians and Greeks had adopted the techniques to 
make tortillas and chapaties. Greeks were proficient in 
preparing 50 different varieties of bread, as evident from 
archaelogical findings and writings of poets and 
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historians.^^ The Roman Empire commercialised bread making. 
Home and public bakeries have been discovered from the 
excavation of the ruins of Roman Empire.^^ 
Britain made legislation to protect both the 
baking industry and consumers. The Acts of 1822 and 1838 in 
England specified the kind of bread and enlisted the 
ingredients to be used to ward off the health hazards from 
1 f5 unhygenic and sub-standard breads. 
There is no limit to varieties of bread in 
different countries. For instance, in Germany. USSR and 
Scadinavian countries rye bread became predominant with 
some mixture of wheat flour to improve gluten contents. In 
Mexico and Latin America, tortilla is the most popular 
bread. In Middle EAst and India, flat and dry breads-
leavened and unleavened- are eaten. In Ethiopia Injerra 
bread is eaten which is made from high-protein content grain 
grown in that country. The bread in Ireland is leavened with 
baking soda and butter milk and contains no yeast. 
From the above description it is observed that the 
food has been the main preoccupation of man since he 
inhabited the Earth, In the early stages of evolution, his 
life was miserable and difficult as he depended mostly upon 
plants, roots or hunting for the flesh of animals. For this 
purpose they have to keep moving from place to place. As 
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time elapsed the pre-historic man learnt to culture seeds 
from which a coarse bread was made. The collection of food 
was supported by children and old people. This was the 
beginning of an organised society. The knowledge also dawned 
that the consumption of raw grains and meat was unhygienic 
and hard to digest. This, in turn, led to baking bread and 
boiling meat. Thus, grains in one form or the other have 
remained a staple diet of human beings since times 
immemorial. The present system of food consumption has been 
acquired after prolonged stages of evolution through the 
process of successive rejection and acceptance. 
1.2 INFLUENCES ON FOOD HABITS 
Though food has been basic to survival ever since 
the inception of human life on this planet, there is no 
uniform consumption pattern. It has always come under the 
influence of numerous factors ranging from climatic 
conditions to religious directives, apart from the social, 
cultural, economic and political set up. In a sense, all 
these factors put together underlie the eating behaviour 
which widely varies not only from countries to countries but 
within the country itself as well. It would be of academic 
interest to examine these factors and their impact on food 
habits with a view to make suggestions for substitutes to 
overcome the deficiency in nutrition. Such a deficiency has 
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been taking a heavy toll of life. at least, in under-
developed and developing countries. 
1.2.1 Clinatic Influences 
Climate is admittedly a factor which has always 
affected food habits and the pattern of food consunption. 
Food habits vary from region to region according to climatic 
conditions. In plains, vegetables grow abundantly and in the 
hills flocks of goat and other animals are in abundance. The 
natural choice of people has been to prepare their dishes 
with the locally available food ingredients. The contrast in 
types of meals has always been there; in the hunting age 
meat eaters inhabited polar regions and the ice bound areas; 
18 the wheat based dishes were popular in the Nile Valley. 
The climatic influence is perceptible in food 
habits of the contemporary society. For instance, in 
Northern India wheat flour is used for making breads while 
the Southern Eastern India rice is the staple food. 
Likewise, European settlers in America could not 
hold on to their traditional food recipes; they had to make 
adaptations in the traditional dishes.^^ 
In China, as well, there is a marked contrast in 
food habits of people in different regions according to 
climate. Northern China is cold and abounds in sheep, goats 
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and other animals. People there eat meat. On the contrary. 
Southern part of China is hot and has coastal water. Meals 
are prepared with fish.^*^ In France, there are regional 
differences in food habits of the people. For instance in 
Burgandy potted pork is the favourite dish as against 
cheese, butter and eggs which are commonly used in preparing 
p -1 
dishes in Savoie.'^ Italy has a diverse climate and culture 
which are percetible in food habits. Sicily for example, has 
inadequate local sources of food. People preserve food for 
dry season by various techniques. Rome is known for lavish 
feasts since the days of the Roman Empire. The food was op 
available in abundance from surrounding good farm lands. 
Spain is known for its medieval stew/soup which has become 
staple dish of the people there as a matter of climatic 
conditions. The people in Costile and Basque take fish which 
is abundantly available from the coastal waters. It is the 
staple food there. 
In sum, it can be observed that climate condition 
in differrent regions of the world is a significant 
determinant of the food habits and consumption pattern 
adopted by people. 
1.2.2 Cultural Influences 
Food habits are an integral part of the way of 
life of society. It is a well established fact that ethnic 
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groups have acquired food habits, among other things, from 
the cultural and social set up. 
As a matter of fact, each culture differs in 
different ways. For instance, in various groups of people, 
different customs have arisen which determine foods that 
should or should not be eaten. This accounts for resistance 
of different ethnic groups to change dietary habits. The 
cost of ignoring customs, traditions, beliefs, taboos, 
tastes, preferences etc., can be very high for the 
producers. For example a U.S. Company had installed a corn-
Processing Plant in Italy. This Company could not capture 
the market, because Italians thought of Corn as "Pig Food". 
Likewise, Campell Soup had miserably failed to sell its US 
tomato formulations because of the consumers' preference for 
bitter taste.^^ 
Taboos and social customs, significantly in less 
developed countries and tribesmen, are the chief reasons of 
existing food habits. In some tribes of Nigeria, eggs and 
meat are taboos; they believe that children fed on eggs and 
o c, 
meat grow up to become thieves. Taboos are responsible 
for malnutrition among such groups of people. Similar other 
taboos prevail in the case of the pregnant women. The diet 
of pregnant women in some countries are restricted because 
people believe it necessary to ensure a small baby ad easy Pfi delivery. She should not eat snails so that her baby will 
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not salivate too much. She should not eat pounded yams 
because the pounding is likely to have an effect on the 
child's brain. On the other hand, pregnant woman is 
encouraged to eat food left by rats since this will help 
ensure on easy delivery such as rats are supposed to have. 
Another dangerous belief, found in some Asian countries, is 
that a diet rich in animal protein makes a lactating mothers 
milk toxic to her young child. 
"Alternatively, certain meals may be associated 
with a period of misery. In the displaced persons camps in 
Europe in 1945 it was useless to try to induce parents to 
feed turnips to their children although large stocks were 
available and vegetables were scarce; turnips meant 
captivity and hard times and were not acceptable inspite of 
need" 
In the above cited cases there seems to be 
scientific basis for the belief and customs about food. 
These are not only incorrect but also harmful from the point 
of view of nutritive diet. Margaret Mead emphasises the 
traditions as one of the foremost factor in food habits. 
According to her "each society or culture has a set of 
traditions pertaining to food and eating that is passed on 
from generation to generation. These traditions vary widely, 
from the most self-indulgent to the most a s c e t i c . B e s i d e s 
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in some societies children are taught to eat all they can 
hold as fatness is a desirable trait. In others, gluttony of 
any degree is a disgrace. Restraint in eating may be 
particularly emphasised for women and children. In France, 
children ar reputedly trained to develop a discriminating 
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palate to prise quality over quantity in food. The 
primitive African child learns early to prize grasshoppers 
and grubs as food. Unlike the American child who learns to 32 drink milk. 
All in all, it can be said that cultural 
influences such as customs, traditions, taboos, etc. have a 
far-reaching impact on food habits and consumption pattern. 
1.2.3 Social Influences 
Among different influences, perhaps, the social 
influences impact the food habits and consumption patterns 
to a large extent. The social influences are discussed in 
the following paragraphs covering reference groups, both 
primary and secondary and also influences by the aspiration 
groups. 
Reference Groups : A Consumer's behavious in the matter of 
food intake is influenced not only by major cultural 
factors like cultural attitude, values and practices, but 
also by Consumer's reference groups, family and status. A 
reference group implies attitude, values and opinions of a 
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group to which an individual belongs. A reference group has 
also been defined as "a group of people which influences a 
33 person's attitudes, opinions and values". 
Among different influences, perhaps the Social 
influences impact the food habits and consumption patterns 
to a large extent. The social influences are discussed in 
the following paragraphs cvering reference groups- both 
primary and secondary, and also influences exerted by 
aspiration groups. These groups are classified into: 
(1) Primary group comprising friends, neighbours and 
family members (Informal) 
(2) Secondary group which consists of fraternal 
organisations, professional associations etc. 
(Formal) 
(3) Aspirational groups related to influence of sport 
heroes and movie stars or yound mind. 
The consumer reference groups come into existence 
through socialisation process. It is concerned with 
knowledge, values, attitude and routine habits in a 
community. The type of food the people take and manner in 
which they are consumed are the products of the influence of 
social factors. The impact of these factors cause a change 
in the dietary habits of the people. The acquisition and 
formation of food habits are therefore, made through 
socialisation process. 
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Primary Reference Group : The members of primary groups play 
an important role in primary socialization process in the 
matter of food consumption and nutrition. Primary 
socialisation takes place early in childhood through the 
influence of mother, close friends and relatives of the 
family. Of all these, the strongest influence is that of 
mother in the formation of food habits who is closely 
associated with the preparation of food and presentation. 
(a) Family Influences : Mothers express attitudes towards 
their children through feeding, affection, encouragement, 
irritation, worry, protectiveness which leave a lasting 
impression on the sensitive mind of a child. This is how a 
child's behaviour is shaped through a system of reward and 
o c 
punishment. The role of mothers and grandmothers is not 
only considered essential in the case of child feeding but 
also in the case of diets of pregnant and lactating women. 
During child sickness or delivery of next issue young 
mothers are frequently dependent on their own mothers for 
help. If these women are not consulted at these crucial 
periods, young women may remain untrained in future times of op 
need. Ritchie found in upper Burma that the older women of 
the family and the neighbourhood has strong influence on the 
young mothers. They are considered as privileged prescribers 
of diet. Thes elders believe that restrictons in the diet of 
pregnant and nursing women are necessary for the health of 
the mother and baby. Their ignorance and wrong advice may 
37 cause much suffering and even loss of life. 
Besides the role and influences of mother, 
other family members also matter in affecting the pattern of 
food consumption. Husband and wife are recognised as heads 
of the family. They operate as buying agents. Traditionally 
the wife is supposed to be the main purchasing agent for the 
family members and controls most of th food items that reach 
the table, but the husband may exercise indirect control by 
making his taste known. Apart from this, in some societies, 
man of the family control the purchases of food items. For 
example, in a food consumption survey in a village of West 
Africa it has been observed that men of the household 
exercise direct control on the purchases of food either by 
38 shopping himself or by giving or withholding money. 
The family has therefore a profound influence on a 
variety of food intake by the people. This is so because the 
selection of food to be eaten is made by parents and grown 
up membe rs of the family. The choice of food reflects the 
environment in which the parents have grown up themselves. 
This includes the geographic region of their origin, their 
educational level, income etc. Generally an atmosphere of 
economic security and contentment encourages the positive 
value of food. On the other hand an environment of anger, 
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hostility and tension leads to negative food values. 
Besides the above, another dimension is the 
accepted norms in all civilised societies by which different 
categories of poeple such as parents and children, husbands 
and wives, hosts and guests etc. should behave with each 
other. The distribution of quantity and quality of food 
occurs quite often according to these relationships. In this 
process, food is distributed according to the status. Thus 
the male members in a family are frequently given a better 
diet especially in developing societies. The most to suffer 
in such situation are the women of child-bearing age and 
children. Such primitive beliefs leads to malnutrtion and 
permanent damage to children. In addition boys often have 
priority over girls. It is well documented that in most 
countries of Africa and Asia more girls die of infectious 
diseases than boys.^'^ 
Besides, food habits are also affected by a 
family's economic status. The economic status would be 
measured by the form of savings and the income yielding 
assets as well.^^ It is generally observed that an 
individual buys goods within the limit of his financial 
budget. It is corroborated by expenditure on food by high 
income and low income groups. According to Engle's Law, the 
budget for food sows wide difference in the amount allocated 
to food by the two income groups, high and low. The high 
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income group includes in their menus usually protein-rich 
milk, butter, cheese, meat etc. They are able to buy them in 
and out of season, regardless of the variation in prices. On 
the contrary, the low income group has got to be very 
selective in the matter of food items; they can afford only 
such low cost food items as vegetables, bread, cereals etc. 
to fulfil their calorific and nutrient needs. This fact has 
not lost its significance to the modern marketers who follow 
closely the pattern of personal income while launching their 
products. As a result of which a large variety of food items 
are seen as a mark of status in modern society- high quality 
and expensive food for high status and vice-versa. For 
instance a food item superior in quality or requiring 
special skill to prepare ranks high in social status.^^ 
(b) Peers Influence : Sometimes within the groups there are 
some specific persons who influence and mould the attitude 
and behaviour of the individuals. These specific persons are 
those reference groups with whom indiviudals have normally a 
close association. Such persons are called Peers groups. For 
instance, among college students, the peers are the 
classmates and amongst children the peers may be friends. 
Peers seem to give lead to their companions in 
Social behaviour, including the matter of diet. This usually 
means confirming to their ways and standards because 
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deviation from the expected behaviours of the group is 
likely to arouse hostility. The wish to conform can have 
undesirable and desirable effects in a nutrition 
43 programnes. 
It is worth noting that schools are a part of 
socialisation process in respect of food preferences of the 
school children. Usually, such preferences take the shape of 
standards set by peers of the group and school teachers. "A 
child in a school is exposed to a wide range of influences 
and to constantly differng values and opinions, thereby 
acquiring knowledge regarding many varieties of food which 
improve one's health. Socialisation which is nutritionally 
oriented can, therefore, be enhanced by the provision in 
s c h o o l s . C h i l d r e n are, therefore, higly influenced by the 
kind of food that are popular with their peer groups. Often 
they also scorn certain food which they generally like 
because they are quite different and are not in conformity 
with the prevailing pattern of other children. They are 
also, sometime, susceptible to the suggestions coming on 
their part of their teachers and classmates and learn to 
like food which they have not been familiar with in their 
home life. 
Secondary Reference groups : Secondary group is the 
formal process of socialisation determining an individual's 
behaviour relatively to others in the groups, viz members of 
52 
association, members of the religion, occupational status 
groups etc. This reference group influences both the hopes 
and fears of those who associate themselves with them and 
also the actual behavior of the latter by laying down 
written or unwritten restrictions, perceptions and fashions 
and they may be able to enforce conformity by threats of 
disapproval or expulsion.^^ 
(a) Influence of Recognized Authority (Official Groups) : 
Government officials are the recognised authority who exert 
their influence on food habits of the poeple. In socialism, 
the state has absolute control on type of food to be 
consumed. However, capitalism gives liberty to consumers to 
indicate their preferences by means of collective demand for 
food items in the market subject to standards which the 
state may choose to set for regulating the production and 
distribution. Indirectly these rules impinge on the 
consumer's right to consume what they want to. In fact 
consumerism gives lead to consumers in acquiring new food 
habits. The state seeks to guide consumerism along the right 
lines in the interest of the public health. It applies to 
the mixed economy as well. Here both private and public 
sectors co-exist and work togethor. All decisions are taken 
jointly in respect of food production and distribution. As 
such, the public, at large, have an unlimited choice among 
consumption items. It is, therefore, quite apparent that 
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food habits of the people under this economic systen are 
influenced quite differently. 
(b) Influence of Opinion Leaders : Buyers who exert the" 
most influence on buying behaviour are called opinion 
leaders or or influentials. These people possess a certain 
social status and popularity in the society. By virtue of 
their high visibility as being political leaders, 
scientists, etc. they are able to exert a persuasive 
influence on potential buyers. Through various media such 
personalties identify themselves with particular brand of 
convenience food items. 
(c) Influence of Aspirational Groups : This is another 
pertinent reference group i.e. the group of people to whom 
the individuals generally look forward to for the sake of 
forming opinions, behaviours, habits and attitudes.'^® In 
other words we, individuals often adopt the attitude and 
behaviour of some social group to which we would like .to 
belong. This process is normally known as "anticipatory 
socialization".^^ This reference group, therefore, provides 
anticipatory guidance. In this group may be included eminent 
sports players, politicians, film stars, singers etc. 
In the manner described in this sub-section, it 
can be observed that social influences exert a significant 
impact, through different sources such as primary and 
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secondary groups, and aspirtional groups, in the pattern of 
food consumption. 
1.2.4 Individual Characteristics 
Individual Characteristics such as age, various 
stages of life cycle, occupation and economic factors also 
influence the quality and variety of food inake. The type of 
food the people consume is always associated with the age 
factor i.e. baby food in earlier years and special diet in 
old age are considered as staple food.^® 
Today, adults are leaving the traditional family 
home to set up an independent household. The modern house 
wive's role has also changed considerably. Ladies who used 
to play the role of food managers are no longer under social 
obligation to acquire special skill and knowledge to prepare 
good food. Both husband and wife are generally educated and 
are free to pursue their career and occupation for 
additional income. This is the result of the 
industrialisation of society which has altered the life 
style. Consequently purchasing behaviour as well as 
consumption pattern have also changed significantly. This 
unique situation presents special problem of meal management 
leading to preference towards fast and ready-to-eat baked 
products. 
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Industrial workers in contrast to white collar 
workers have a resistance to different types of food which 
does not conform to their dietary habits. This segment is 
largely drawn from rural areas and prefer substative and 
stomach filling food. Besides, the regional impact, the food 
habits are also fashioned by beliefs and other preferences 
of the ethnic groups. The social and ethnical tastes are 
fulfilled under the constraints of economic factors, 
including income and price substitutes. Industrial workers 
consume food mostly consisting of wheat flour or cheap 
variety of rice in combination with cheap type of meal or 
vegetable. This type of food fulfills their need for 
nutrition to some extent. 
The above discussion with regard to food habits 
reveals that a number of factors such as climatic, cultural 
and social and individual characteristics exercise a great 
influence on the food consumption pattern due to which the 
concept and awareness of the need for a balanced diet is 
lacking among the masses. A change in behaviour towards 
nutritive diet can be brought about by means of improved and 
effective promotional techniques. Consumer education and 
extension programmes are the various devices for exploration 
in knowledge on 'Balanced Diet'. The next section focusses 
on a discussion of the nutritive value of food. 
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1.3 HUTRITIOHAL VALUE OF FOOD 
Food industry has come of age by producing 
convenience food and chemical additives for consumers to 
derive nutrition at reasonable prices. Nevertheless, the 
problem of malnutrition, undernutrition and imbalances in 
food has assumed ever growing importance. It is the problem 
of three-fourth of the world population, including that of 
India. A study of nutritive value of food, therefore, is 
essential in the context of the present research study. 
1.3.1 Importance of Food and Hutrition 
It is true that food is the basic input for our 
body. Intake of the right kind and amount of food ensures 
good health which may be evident from our appearance, 
efficiency and emotional well-being. In fact, food supplies 
certain essential chemicals that body depends on to provide 
energy for use in building, repairing body structure and for 
regulating body processes. 
Food is a pre-requisite to nutrition. Diet should 
be of nutritive value if the health of the individual is not 
to suffer. It should be derived from different types of food 
as no single food provides all essential nutrients in the 
amounts necessary to promote physical growth and maintain 
health. Therefore, to be well nourished, a large variety of 
food should be consumed. 
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The science of nutrition includes the study of 
those principles by which the sufficiency of diet can be 
measured. In other words, it deals with what nutrients we 
need, how much we need, why we need these and where we can 
get them.^'^ 
Various researches undertaken in the field of 
nutrition have shown "the benefit of good nutrition in 
attaining optimum body size, a sturdier body structure, 
superior mental capacity, resistance to infection and 
increased work capacity which includes stamina and 
C 1 
endurance". Good nutrition is, therefore an essential part 
of preventive devices as it can add years to the life span. 
1.3.2 Health Nutrients and Nutritional Care 
Health is not confined to physical well being. It 
is defined by the World Health Organization as the "State of 
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complete physical mental and social well-being". Health 
presupposes a sufficiency of nutrients. 
Nutrients are components of food that are needed 
by body inadequate amounts in order to grow, reproduce and 
lead a normal healthy life. There are six major groups of 
nutrients: (1) Carbohydrates (2) Fats (3) Protein (4) 
Minerals (50 Vitamins (6) Water. Broadly speaking, these 
nutrients serve three functions in the body. First, 
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nutrients such as carbohydrates, protein and fats provide 
the body with fuel that releases energy when oxidized. 
Secondly, nutrients such as proteins and minerals provide 
chemicals for building and repairing body tissues. Thirdly, 
all nutrients play a part in regulating body processes or 
helping the body synthesize its own regulatory substances. 
The details of the sources of functions of these major 
groups of nutrients have been shown in Table No. 1.1. 
Nutritional care on the other hand is the use of 
nutritional knowledge to plan meals and preparation of these 
meals in an acceptable and attractive manner to feed people. 
It would be deterrent to malnutrition which signifies lack, 
excess or imbalance of nutrients in the diet. It involves 
assessment of existing meal patterns and improving these in 
acceptable manner.^^ The objective of quality of food can be 
attained through an organised effort. This requires the 
development of a complex system involving various 
disciplines. 
A food of high quality can be produced for 
processing and packaging through the application of farm 
technology. This further requires transportation and 
marketing facilities in order to make the food available to 
masses at the time and place where needed. Educational 
programmes for importing nutritional knowledge in schools as 
well as at community levels is an additional need in this 
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regard. Governmental control is also necessary to ensure the 
supply of nutritive food at a price within the reach of 
masses. Steps are also to be taken towards the efficient use 
of food within the home, institution and at public eating 
places. 
In this way various disciplines of life science, 
human behaviour, economic and communications are required to 
be inter-linked in nutritional studies. 
Table No. 1.1 
MAJOR GROUPS OF NUTRIENTS:SOURCES AND FUNCTIONS 
Nutrients 
Carbohydrates 
Fats 
Sources Functions 
cereals, baked products Source of energy 
vegetables, nuts, legume (4 Calories/gm) 
sugar, honey 
shortening, oil, butter 
margarine, meat, eggs, 
cheese, milk 
Source of energy 
(9 calories/gm) 
supply essential 
fatty acids and 
carry fat-soluble 
vitamins. Add 
flavour and 
satisfy hunger. 
Proteins meat, poultry, fish, 
eggs, milk, cheese, 
dry beans, nuts 
cereals 
primary building 
blocks of all cells. 
Digest and 
metabolize food 
(enzymes); regulate 
growth and body 
functioning (hormones) 
resist infection 
(antibodies). Source 
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Vitamins 
A Liver, eggs, butter, 
margarine, whole milk, 
cheese, dark green and 
deep yellow vegetabl-
es, deep yellow 
fruits. 
of energy 
(4 calories/gm) 
Needed for normal 
growth and eyesight 
Helps keep skin 
healthy 
Liver and other meats. Help body use 
whole grain and enriched calories; aid nerve 
functioning, stim-
B-Coroplex 
(thiamin, 
roboflavin, cereal products; lean 
niacin and others) pork (thiamin) milk 
(riboflavin) 
ulate normal appetite 
Help prevent anemia 
(ascorbic acid) 
D 
Minerals 
Calcium 
Iodine 
I ron 
Magnesium 
citrus fruits and 
juices . melons, straw-
berries, tomatoes, 
brocoli, cabbage, 
peppers,spinach, 
potatoes 
fortified milk, 
sunlight 
milk, yogurt, cheese, 
canned salmon with 
bones,green leafy 
vegetables, soyabeans 
iodized salt, sea foods 
Liver and other red 
meats, shellfish, dry 
beans, dark green vege-
tables, egg yolk, dried 
fruits, prune juice, 
whole grain and en-
riched cereal products 
nuts, whole grain 
products, dry beans. 
Helps hold cell 
together; strengthens 
blood vessels, promotes 
healing. Necessary 
for normal teeth, 
bones. 
Helps build strong 
bones and teeth 
Helps form bones & 
teeth; aids functio-
ning of heart muscles 
and nerves; helps 
blood coagulate 
Prevent goiter, 
helps the thyroid 
gland function 
properly 
Forms hemoglobin, 
which feeds oxygen 
to the cells. 
Prevents fatigue. 
Increase resis-
tance to infection 
helps body use 
calories. Helps 
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green vegetables form bones & teeth 
Phosphorous Well distributed in Helps body use 
food supply calories, helps 
form bones & teeth 
Source : Adapted from (Fonosch Gail G. and Kvitka Elaine 
Friedkin: Meal management ::: Concepts and. 
Applications (San Francisco: Camfield Press, 1978) 
p.46. 
1.3.3 Food Groups for Nutrition 
The food consumed is comprised of rice, wheat, 
dal, vegetables, fruits, milk, eggs, fish, meat, sugar, 
butter, oil, etc. The different foods are made of a number 
of chemical components called nutrients. 
There is one popular model known as "Basic Four 
Food Groups" which classifies food into four groups namely 
milk, meat, fruit and vegetable and breads and cereals. 
These groups are important suppliers of several nutrients 
and ensure well balanced nutritive diet. The basic food 
groups and their key nutrients are provided in Table 1.2. 
1. Milk Group : The group includes dairy products (i.e. 
all form of milk). This group provides a significant 
amount of calcium, riboflavin, protein and vitamin A. 
2. Heat Group : The meat group including eggs and dry 
beans, peas and nuts as well as meat, poultry and fish, 
ranks first as source of Protein, Phosphorous, 
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magnesium, iron, Thiamin, Niacin, Vitamin B. Because of 
a high level of consumption, this group ranks second as 
a source of Vitamin A and riboflavin. 
Table 1.2 
THE BASIC FOOD GROUPS : KEY HUTRIEHTS 
Food Groups 
Milk 
Key Nutrients 
Meat 
Fruits and Vegetables 
Breads and Cereals 
Calcium 
Riboflavin 
Protein 
Vitamin A 
Protein 
Niacin 
Thiamin 
Iron 
Riboflavin 
Vitamin A 
Vitamin A 
Vitamin C 
Iron 
Thiamin 
Thiamin 
Iron 
Niacin 
* - Especially in dark green and deep yellow vegetables, 
such as leafy green vegetables, broccoli pumpkin and 
other yellow squash, and carrots and in deep yellow 
fruits such as carrot, and in deep yellow fruits such 
as conteloupe, mangoes and apricots. 
** - Especially in citrus fruits, melons, stawberries, 
tomatoes, broccoli, cabbage, peppers, spinach and 
potatoes. 
Source : Adapted from Fonosch Gail G. and Kvitka Elaine 
Friedkin: p.57. 
63 
3. Frnit.s and Vegetable Group : Fruits and vegetables are 
the key sources of vitamin A, Vitamin C, iron and 
thiamin. 
4. Breads and Cereal Group : The chief cereals are rice, 
wheat, maize, barley and millets. It provides 
carbohydrates and starch. 
Cereals belong to the family of grasses and constitute 
the most important groups of food plant the world 
over. By reasons of easy availability, high yield, 
low production cost and less spoilage grain is used 
more abundantly than any other food materials. 
Rice - It is rich in starch wich is food of very 
digestible form. It is poor in protein, fat and 
minerals. Therefore it is eaten with vegetables, dais, 
ghee, meat and fish to make up for this deficiency. A 
variety of tasty dishes e.g. Idli and Dosa in Southern 
India and Pulao and Kheer in Northern India are 
prepared from it. 
Wheat - It consists mainly of Starch. It also contains 
some protein, fat, and is rich in mineral matter. The 
chief protein of wheat known as gluten becomes sticky 
when heated and forms a dough. This dough is used for 
making breads, chapaties, puries, biscuits, cakes etc. 
It is the staple food of a third of a world's 
populat ion. 
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Maize - It consists of starch, protein, fats, salts and 
water. It is deficient in Vitamins. It is of great 
importance in United States and Western Europe and is a 
staple food in South America. In India it is 
principally consumed in the form of Corn-flakes, Pop-
corn and roasted corn. Unlike wheat, maize is not very 
suitable for leavened bread. 
1.3.4 Nutritive Value of Wheat-based bakery products 
The Wheat-based bakery products contain protein 
and fats in addition to some vitamins and minerals. The 
baked products are made with whole grain in the form of 
bread, biscuits, ready-to-eat or cooked breakfast items. It 
is considered as staple food of a third of the population in 
the world. 
The importance of wheat items is highlighted by 
British Investigators as follows :^^ 
"The progress of 169 under-nourished children, 4 
to 15 years of age, was observed in a gernan 
Orphanage following World War II when food 
supplies were limited. The calories in the diets 
consumed by the children were distributed in these 
percentages; bread, 75; potatoes, 6; soup, 
vegetables, fruits, butter, margarine, 15; and 
milk, cheese, meat, and fish, 4. Whole wheat, 
enriched and unenriched white breads were used. 
The diets were not low in protein but only 8 to 9 
gms were derived from animal sources. 
Supplements of Vitmins A, D and C, were included. 
At the end of first year the children had 
more rapid gain in height and weight than would be 
expected of normal children at the same age level; 
bone development was somewhat more rapid than 
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normal, skin conditions improved; and muscle tone 
increased. The children were judged to be in 
excellent physical condition. No differences were 
observed in growth, development, or health with 
any of the breads tested, but the Vitamin B 
reserved were somewhat better in those children 
who had eaten bread enriched to the whole wheat 
levels. These results clearly demonstrated the 
nutritive efficiency of unusually large amounts of 
bread". 
Further, the researches on the caloric properties 
of wheat establish certain facts which are described next. 
The seed or kernal of the cereal grain is divided into 
parts; the Bran, Germ and Endosperm. The Alourone layer just 
below the brown layer is sometimes identifies as a fourth 
part. 
The Bran : The brown outer layers. This part contains : 
1. Bulk-forming carbohydrates 
2. B. Vitamins 
3. Minerals, especially iron 
The Aleurone Layers : The layers located right under the 
Bran. They are rich in : 
1. Proteins 
2. Phosphorous, mineral 
The Endosperm : The white center. This consists mainly of : 
1. Carbohydrates (Starches and Sugars) 
2. Proteins. 
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This is the part used in highly refined white 
flours. Less refined flours and refined cereals are made 
from this part and varying amounts of the aleurone layer. 
The Germ : The heart of wheat (embryel). It is this part 
that sprouts and makes new plant when put into the ground. 
It contains : 
1. Thiamin (Vitamin B-1) Wheat germ is one of the 
best food source of thiamin. 
2. Protein. This protein is of value comparable to 
the proteins of meat, milk and cheese. 
3. Other B Vitamins 
4. Fat and the fat-soluble Vitamins E 
5. Minerals, especially iron 
6. Carbohydrates. 
Cereal grain fulfill important nutrient needs 
except calcium as corbic acid and Vitamin 
In this way wheat is rich cereal and fulfils all 
the requirements of nutritive diet to a large extent. 
The wheat-based products are highly popular in 
most part of the world including Mexico, Central America, 
Europe, Northern India, Central China and other parts of the 
world because it is the cheapest cereal food full of 
nutrients. 
Thus wheat is considered to have high nutrition 
value. It is highly desirable if nutritional knowledge is 
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used to coiribine the bread with other food items to have a 
'balanced diet" for proper health and good physique. One of 
the ways to overcome the problem of nutritional deficiency, 
more particularly, in rice eating areas, is to make the 
consumption of wheat-popularised through bakery products 
having regional taste and flavour. 
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CHAPTER II 
DEVELOPMEHT AND PROSPECTS OF BAKERY INDUSTRY IN INDIA 
Bakery Industry has its origin in accidental 
discovery of the barbarians to use smoked food. Over period 
of time man developed expertise in preparing wholesome food 
not only for consumption but also to gain energy for 
physical and mental activities. However, most of the dishes 
in India and elsewhere in the world, have become more a 
token of traditions and customs than a question of much 
needed calories in food resulting into malnutrition. Due to 
lack of knowledge and improper approach towards nutrition 
the concept of nutritive diet has not yet been developed 
amongst the masses. One of the ways to fulfil the 
nutritional deficiency is to provide foods full of vitamins 
and protein nourishment to the masses through bakery 
industry which is a wheat based industry. Wheat is said to 
have the highest nutritive value and the baked products made 
of wheat are very nutritive. This chapter is devoted to a 
discussion of nutrition and the development and prospects of 
bakery industry in India. 
2.1 NUTRITION THROUGH BAKERY PRODUCTS IN INDIA 
Health is wealth and productivity and health go 
together. Seventy Five percent of the people in India are 
undernourished owing to nutritional deficiency.^ Considering 
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the nutritive diet as an essential aspect for the overall 
human development, the Constitution of India had laid down 
"The State shall regard the raising of the level of 
nutrition and the standard of living of its people and the 
level of nutrition public health as among its primary 
duties." The nation is further committed to achieve the goal 
of "Health for all by 2000 A.D.". In order to achieve these 
objectives, steps have been taken in various plans to 
increase the nutritional status of population. 
The problem of malnutrition, morbidity and 
mortality was already recognised since the inception of 
First Five Year Plan but no concrete steps were taken to 
combat nutritional deficiency. During first three plans 
nutrition formed only one component of the health sector. It 
was the Fourth Five Year Plan when an integrated and 
coordinated approach towards nutrition programme were 
taken. Main features of nutrition programme were towards 
improvement of staple food, production of unconventional 
protein foods, education, special measures, for vulnerable 
groups. 
For improvement in the staple food, the Fourth 
Plan emphasised the importance of agricultural development 
alongwith animal husbandry. High yield per acre can meet the 
requirement of nutrition at high level. In this context. 
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protein contents of wheat would go a long way in fulfilling 
the nutritive requirements, as compared with other staple 
food, e.g. rice. 
In order to achieve the objectives of nutritional 
culture provisions were made for supplementary feeding, 
production, processing and the supply of food nutrition 
education and extension programmes etc. 
It is reported that as many as 40 schemes of 
nutrition were implemented during the Fourth Five Year Plan. 
According to Fifth Five Year Plan Nutrition Programmes under 
2 their broad categories were as under : 
1. Supplementary Feeding Programmes. 
2. Production, Processing and Supply Schemes 
3. Nutrition Education and Extension Programmes 
4. Research and Survey 
5. Coordination 
6. Evaluation. 
1 • Feeding Programmes 
There are as many as 15 Nutrition Programmes which 
are being implemented by various ministeries. Out of which 
two important schemes namely, Special Nutritive Programme 
(SNP> and Mid-day Programmes (MDM) were introduced as 
Feeding Programmes to provde nutritive food to pre-school 
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children (0-6) years, lactating mothers and pregnant women 
in slum, tribal and drought prone rural areas and school-
going children in the age group of 6-11 years. 
SNP was launched as a central programme under 
Integrated Child Development Service (ICDS) in 1974 is in 
operation under Minimum Needs Programme of the states. It 
attempts to provide 300 calories and 10-15 grams of protein 
for children and 500 calories and 20 grams of protein for 
pregnant and lactating mothers. MDM was introduced for 
school-going chidren not only to meet the nutritional 
deficiency in children but also attract and retain them in 
the school. The feeding of children is undertaken for 200 
days. This programme is run under the auspices of Ministry 
of Education. 
2. Production. Processing and Supply Scheme 
In order to supply food specially for 
supplementary feeding programmes, plan supported the 
extension of activities of Modern Bakeries which has been 
set up in various parts of the country to cater to different 
3 
areas and to meet total requirement of nutrition programme. 
Another scheme for supplementary feeding programmes is the 
production of Baladar (Extruded food) Bal-amula (a re-cooked 
weaning food) miltone (a protein isolate tones milk). 
Fortification of wheat products and salt with calcium, iron, 
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vitamin and protein concentrate were^ ^^ '^ a^i^ di^ J^ It^ 'up in the 
Fourth Plan. Besides in order to curb the blindness 
fortification of milk with vitamin 'A' and production of 
iron fortified salt for combating the problem of goitre 
anaemia were also the part of the programme. 
3. Hutrition Education and Extension Programaes 
In order to make optimum use of available 
resources steps were also taken for nutrition education. 
Nutrition education through various schemes such as Applied 
Nutrition Programme, Mahila Mandal bureau, audio-visual 
publicity and extension work through voluntary agencies was 
considered essential to update knowledge and bring about a 
change in food habits. 
4. Research and Surveys 
Research and development in the field of nutrition 
was also encouraged in the Fifth Five Year Plan. Research in 
production of cereals, pulses and oil seeds, their 
processing and distribution policy with the object of 
providing a balance diet was expanded. The consumer pattern, 
consumer acceptability and cost of food locally available 
were required to be studied, more intensively for development 
of recipes for different target groups. 
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Further the universities and research 
organisations were encouraged to undertake investigations 
with a common research design on the dietary habits of 
different poeple and identification of subtle socio-cultural 
and customary beliefs and practices affecting their 
nutritional status. 
5. Coordination 
In order to ensure adequate overall coordication 
evaluation and monitoring of nutrition programme at the 
Centre it was proposed in the Fifth Five Year Plan to set up 
a Central Coordination Committe in the Planning Commission. 
This Committee was to maintain appropriate liason with the 
State Governments and provide a forum for systematic 
communication and consultation among the Central Ministries 
and the Governments. 
6. Evaluation 
Several studies were conducted in different parts 
of the country to assess the impact of Special Nutrition 
Programme (SNP), Mid-day Meal Programme (MDM), as well as 
the enrolment of children from the poor section, the 
nutritional status of the beneficiaries, the cost 
effectiveness 
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Only one or two studies showed the improvement in 
nutritional status of the children in areas where these 
progrmmes were implemented in an effective manner. Besides 
most of the studies undertaken with small sample size, failed 
to reveal any significant increase in the level of enrolment 
commensurate with the investment made in these schemes. The 
studies show that the Programme have not generated the 
desired awareness for production and consumption of 
protective food. 
In fact nutritional improvement depends mainly 
upon the awareness, knowledge and income of the family. No 
doubt consciousness improves with knowledge, education, 
dissemination of information and access to state of public 
welfare services. But the essential prerequisite of the 
improvement of nutritional status of the family is 
employment and income. Marketing agencies engaged in the 
production and distribution of food under public and private 
sectors have some important role to play in these ventures. 
There is enough scope to get these social programmes 
implemented through mass production of cheap and balanced 
meal to meet the demand of canteens, hotels, motels, 
hospitals and schools and universities etc. 
In addition the development of large, medium and 
small bakery units be given priority as these enterprises 
are not only the easiest way to promote nutritional culture 
so 
but also provide employment potentials. Through the 
application of food technology a large number of wheat-based 
bakery products having local tastes can be made available as 
meal for masses. Besides the establishment of bakery units 
will not only enhance the job opportunities for local people 
in production and distribution but also provide timely 
supply of fresh and quality products at a low cost to all 
segments of the society. 
2.2 DEVELOPMEHT OF BAKERY IHDUSTRY 
This section describes and discusses the 
develpment of bakery industry in India from four angles viz. 
the expansion of production capacity and its trend, 
investment and output, capital output ratio, employment and 
exports. 
2.2.1 Expansion in Production Capacity 
Expansion in production capacity India has a long 
tradition in bakeries. Organised bakery units made their 
appearance as early as 1918 with the establishment of 
Britannia. In the pre-independence period, the traditional 
bakers unchallenged by the organised sector were the common 
feature of the industry. The main product of these bakeries 
was leavened bread meant for the numerically few hotels or 
occasional performance of rites or celebration of special 
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events. Notwithstanding the fact, the traditional bakers ran 
their bakeries as a form of business. They were unorganised 
and did not receive stimulation or support from the state. 
The social values in the post-independence period did not 
accord any special respectaility to the bakers. There were 
not many organised units, except a small number of units (33 
in all till 1946). Most of these units were localised in 
densely populated cities. The reason for concentration of 
organised units in cities consisted in the infrastructural 
facilities i.e. ready market, power, transport and 
communication system. The entrepreneurs were urban-based, 
reluctant to go to small cities or semi-urban areas. 
The bakery industry's expansion has been 
phenomenal specially in the post independence period. 
Inspite of the fact that it, being a wheat processing 
industry, can play an important role in the economic 
development, fighting malnutrition, and providing 
employment, the Planning Commission has not covered the 
bakery industry on its planning activities. The industry, 
except for nutritional and investment programmes of the 
public sector bakeries, has also not been covered in the 
industrial programmes of the Planning Commission for Vth 
Five Year Plan. The growth of the bakery industry that has 
c actually come has largely been on its own initiative. 
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The filip to the industry was provided after the 
independence. In the First Plan emphasis was given to the 
development of irrigation for production of more food 
grains, generation of more power from multipurpose river 
projects and growth of new industrial sector. The conspicous 
absence of any scheme in the First Plan is th evidence of 
all lack of state support to bakery industry, its products 
or to the provision of balanced diet to the vulnerable 
section of the population. However the bakery units both 
large and medium increased from 33 in 1946 to 93 in 1951 
(the initial year of the First Five Year Plan). 
Table 2.1 
LARGE AND MEDIUM SIZE BAKERY UNITS 
Size of 
Bakery 
Units 
1946 1951 1961 1968 1969 
Large Breakup Breakup 
not avai- not avai 
lable lable 
23 10 10 
Medium -do- -do- 139 - -
Small** - - - 186 217 
Total 33 93 162 196 227 
Sources : Bakery Industrv in India- Report & Directorv. The 
Institute of Economic & Marketing Research, New 
Delhi, 1974, p.49. 
•• : Bakery Industry in India- A Pre-Investment Studv 
For Capacity Expansion. The Institute of Economic 
& Marketing Research, New Delhi, 1972, p.9. 
(Figures have been computed by the Research Scholar) 
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The Second Plan was meant mainly for large 
industrial sector. The investment in the Public Sector 
raised the national income as also the per capital income 
and this brought about a change in the pattern of food 
habits. The average consumer took a liking to superior food 
specially when men began to migrate from villages in search 
of jobs and without home and families. New settlers in 
cities mainly depended on fast food in hotels, restaurants, 
canteen or dhabas. It spurred the demand for bakery products 
in cities dramatically and motivated the private capital to 
carry out expansion in bakery units. By 1961 the number of 
industries went to 162 consisting of 23 large and 139 medium 
bakery units in the private sector as presented in Table No. 
2 . 1 
In the Third Plan the State launched a programme 
for self sufficiency in food and to grow more through modern 
techniques of farming. In addition the plan also made a 
comment on the problem of malnutrition in slums among 
children, lactating mothers and old people. It called upon 
the Central and State Governments to build up a network for 
protecting the health of the working class, school-going 
children adn other physically weaker sections. It was, 
therefore, equally important to take care of the nutrition 
food in view of gravity of the situation. The establishment 
of Modern Bakeries in 1965 under Public Sector was a step 
forward for providing quality food in sufficient quantity at 
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a reasonable price. It was supposed to play a leading role 
•7 in the industry. 
The Fourth Plan started with a critical note on 
the problem of food intake and its nutritional value. It 
incorporated two special schemes, the Supplementary 
Nutrition Programme (SNP) and Mid-day Heals Programme (MDM). 
Some allocation was also made by the Central Government for 
distribution of free meals at a few selected centres. The 
Planning Commission admitted the inability of the state to 
take care of the entire population due to financial and 
physical restraints. 
During 1961 and 1968 there was some perceptible 
increase in the number of bakery units and the installed 
capacity. The bakery units increased from 182 in 1961 to 196 
in 1968 and 227 in 1969. In 1969, the small units were 217 
and large units were 10 as shown in Table 2.2. More increase 
in small units was the obvious impact of State Policy 
favouring the establishment of small units away from large 
cities. 
The Fourth Plan was more emphatic on the provision 
of balanced diet, therefore it sought to involve many 
departments at the Central and State levels to spread widely 
the application of food and health schemes. The suggestion 
for participation of voluntary organisation was also hinted 
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at in this Plan. The Government also took a lenient view 
towards the private entrepreneurs of the bakery units in 
matters of registration with the DGTD and incorporation of 
the units under Factory Act. 
The Statewise distribution of units show glaring 
disparity in respect of bakery production facilities as may 
be seen from Table 2.2. 
Table 2.2 
STATE-WISE DISTRIBUTIOH OF BAKERY UNITS REGISTERED UHDER THE 
FACTORIES ACT 
(1951-1974) 
State/Territories Y E A R 
1951 1981 1966 1974 
1. Andhra Pradesh _ 2 1 19 
2. Assam - 2 4 14 
3. Bihar 6 9 27 37 
4. Gujarat - 5 5 12 
5. Karnataka - 6 12 25 
6. Kerala - - - 4 
7 . Madhya Pradesh 1 2 15 32 
8. Maharashtra 27 80 69 134 
9. Orissa - 3 3 9 
10 . Punjab 1 2 1 2 
11 . Rajasthan 2 3 4 3 
12 . Tamil Nadu 11 8 7 8 
13 . Uttar Pradesh 8 8 19 32 
14 . West Bengal 33 40 39 45 
15 . Delhi 4 6 18 10 
16 . Tripura - - 1 -
17 . Pondicherry - - - 2 
18 . Statewise loca-
tion not 
— — — 
available - 8 3 — 
Total 93 162 234 388 
Sources : A Ten Year Perspective Plan for Bakery Industry in 
India 1.974-75 to 1983-84. The Institute of 
Economic and Market Research, New Delhi, (India), 
p.11. 
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As the plan sought to remove regional disparity by 
means of public investements in backward states, it led to 
the growth of bakery units in other states as well, but not 
so fast as in Maharashtra and West Bengal. Maharashtra and 
West Bengal continued to occupy the first place among states 
in Bakery units - 60 units in Maharashtra and 40 in West 
Bengal out of 162 in 1961. In 1974 more than one third of 
the bakery units i.e. 179 out of 388 were located in the 
leading states of Maharashtra and West Bengal. Andhra 
Pradesh stood out in respect of largest increase in the 
number of bakery units from 1 to 19 units. 
The distribution of bakery units by states and by 
sector brings out some more interesting facts. The household 
units which are the traditional bakers are the dominant 
forms of organisation. They outnumber the factory units and 
these are in the DGTD setor. For instance in Maharashtra 
there are 3578 household units as against 266 Factory Units 
and 10 units in DGTD. There are 53,954 bakery units in the 
country with 49,767 household units, 4133 factory units and 
54 in DGTD sectors. The sectoral distribution shows less 
attraction of registration with DGTD as against the 
establishment of factory units. The large units are not 
operating in most of the states as may be seen from Table 
2.3. 
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Table Mo. 2 . 3 
CISTRIBUTIOH OF BAKERY IWITS BY STATES AW> BY SECTORS 
Stdte/Territories DGTD Sector 
B iscui ts Bread Total 
(1) (2 ! (3) 
Factory uni ts Household Grand 
- — Uni ts Total 
Large ttediui Staii Total 
(4 ) (5) (6) (4+5+6) (B) (9 ) 
1. Andhra Pradesh 4 1 5 4 22 305 331 4067 4403 
2, Assas 1 - 1 - 14 193 207 1448 1656 
3. Bihar 1 1 2 4 69 307 380 4093 4475 
4, Sujarat 2 1 y J - 18 10 88 993 1064 
5, Goa - - - - - 132 132 1760 1892 
i>. Hsr/ana - - - - - 26 26 341 367 
7, Hiftachal Pradesh - - - - 1 83 84 1106 1190 
8. Janiu ( Kashiir - - - - 2 25 27 334 361 
9, Karnatsla 3 1 4 1 20 158 179 2106 2289 
10, t;erdla - 2 2 - 4 427 431 5692 5939 
11, Sadhj's Pradesh 2 - 2 - 31 412 443 5494 5939 
12. Maharashtra 8 2 10 4 78 184 266 3578 3854 
13, Orissa - - - 1 - 145 146 1933 2078 
14, Punjab 2 1 3 - 7 42 49 559 611 
15, Raiasthan - - - - 5 65 71 867 938 
16. T a i l ! Nadu 2 2 4 2 13 384 399 5119 5522 
17. Ut tar Pradesh 2 2 4 - 35 226 261 3012 3277 
iB. Uest Bengal 8 2 10 4- 49 461 514 6146 6670 
19, Delhi - 3 3 3 12 24 38 320 361 
20. Chandigarh - 1 1 - - - - NA -
21, Pondicherry - - - - 1 28 29 373 402 
22. Tr ipura - - - - 1 - 1 NA 1 
23. Mam pur - - - - - - - NA -
24. Nagaland - - - - - 2 2 40 42 
25, Meghalaya - - - - - 29 29 386 415 
26, ft «( N Islands - - - - 1 - 1 - 1 
rota i 35 19 54 22 383 3728 4133 49767 53954 
Sources : ft Ten Year Perspective Plan for Bakery Industry in Ind ia . The I n s t i t u t e of 
Econoiic and Market Research, New De lh i , 1981-1990, p .22, 
Production trend ; Over the last decade the organised sector 
produced nearly 30,000 tonnes of biscuits in 1980. However, 
the production received a set back in 1981 and 1982 as 
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compared with 1980. It remained 90% in 1981 and 92% in 1982 
of the producton in 1980. However the industry's efforts to 
step up production in subsequent years has shown good 
Table Ho. 2.4 
PRODUCTIOH OF BISCUITS IH ORGAHISED SECTOR UHITS <0P PBMI) 
FROM 1980-1991 
Year Production 
(Tonnes) 
Percentage 
Increase/decrease 
1980 1,30,000 100 
1981 1,17,000 (->90 
1982 1,20,000 92 
1983 NA NA 
1984 1,40,000 108 
1985 1,60,000 123 
1986 1,56,000 120 
1987 1,64,000 126 
1988-89 1,95,620 150 
1989-90 1,75,643 135 
1990-91 1,83,464 141 
Production 
Non-Member 
of Member & 
Units 6.63 lakhs 
Sources : (a) 
(b) 
(c) 
(d ) 
Khanna H.N. "Tax Structure in Relation to 
Cost of Production of Biscuit." The Indian 
Baker. Sept. 1986 Vol. XI, No.3, The Society 
of Indian Bakers, Hew Delhi, p.35. 
40th Report and Statement of Accounts of 
respective year 1989-90, FBMI. 
40th Annual General Meeting held on 17 July 
1990, FBMI, New Delhi, p.5. 
41st Report and Statement of Accounts of 
respective year 1990-91, FBMI, P.6. 
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results in terms of production. In 1990 the production was 
1,83,464 tonnes as against the production of 1,75,643 tonnes 
in 1989. Hence 7821 tonnes increase in production has been 
recorded in organised sector units of federation of Biscuits 
Manufacturers of India (FBMI). This excludes the production 
data of non-member biscuit units registered with DGTD and 
the Directorate of Industries in various states of Indian 
Union. According to the estimated production of DGTD,Snail 
Scale and cottage biscuit units, the growth rate is 
estimated at over 5% per annum with per capita consumption 
of 800 gram viz-a-viz 15 kgs in advanced countries. The 
total production of biscuits in the country, as a whole, is 
estimated at 6.63 lakhs tonnes as shown in Table 2.4. 
2.2.2 Investnent and Output Capital Ratio 
The importance of efficiency in capital 
utilisation is highlighted by the substantial amount of 
investment in industry. The biscuit units of the industry 
alone account for a capital outlay of Rs 725 crore, 
including the capital of Rs 425 crore of the unorganised 
Q 
sector. To make the industry economically viable, it 
deserves encouragement and support from the Government. 
The industry's performance is quite satisfactory 
on the basis of output-capital ratio. At full capacity the 
output-capital ratio was 1.5:1 in 1980. The industry is 
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expected to improve the ratio further to 2:1 at full 
Q capacity in future. 
Marketing is one of the important facets in the 
areana of business which aims at consumer satisfaction 
leading to maximising the profit in the long run. This 
economic aspect of baking Trade may be perceived by the 
Standard performance on specific capacities in terms of 
profitability, return on investment and its break-evetv 
stage. These aspects are reproduced in Table no. 2.5. 
Table Ho. 2.5 
PERFORMANCE STANDARDS IN RESPECT OF NET-PROFIT PER YEAR, 
RETURN ON CAPITAL (ROI) AND BREAK-EVEN POINTS (BBP) OH 
SPECIFIC CAPACITIES OF BREAD AND BISCUITS 
No Name of 
Bakery 
Products 
Capacity Net Rate of Break-even 
Profit return on Point 
Per year Capital 
(prof itab-
ility) Net 
Profit Ratio 
1. 
2 . 
Bread * * 
Biscuits * * 
7,35,000 
Loaves of 400 
gms each 
60 Tons 
per day 
17% 
16% 
66% 
36% 
34% 
43% 
Source : ** Industry clinic on Bakery Products held cm 
Harch 23-24. 1 9 7 9 > organised by Small 
Industries Service Institute, Gkhla, New 
Delhi, PP. 144 and 151. 
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2.2.3 Enployuent 
Bakery industry has vast employment potential. It 
employs both skilled and unskilled workers in production and 
distribution. Table No. 2.6 illustrates the growth in 
employment in both the production and distribution sectors 
during the period under review. During 1973 and 1990 the 
number of workers increased from 1.27 lakhs to 1.93 lakhs in 
the production sector. The employment is expected to rise to 
2.33 lakhs by 1995. In the transport and distribution 
sector, there has been an increase in the number of workers 
from 3.5 lakhs to 6.66 lakhs during 1973 to 1990. The 
employment is projected to reach 8.42 lakhs till 1995. The 
industry as a whole would generate job opportunities for 
about 10.85 lakhs workers till 1995. 
The industry holds the promise of more employment 
opportunities when there takes place expansion and 
modernisation. In other words the growth of bakery industry 
will precede the industrialisation and mechanisation. 
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Table 2.6 
HUMBER OF PERSONS EHGAGED IH PRODUCTION AHD DISTRIBUTION 
SECTORS OF BAKERY INDUSTRY 
Year Product ion 
Sector 
Annual 
Growth 
Rate 
Transport 
& Distri-
bution 
Sector 
Annual 
Growth 
Rate 
Total 
1973 1,27,000 - 3,50,000 - 4,77,000 
1980 1,50,000 2.6 4,50,000 4.0 6,00,000 
1990** 1,93,894** 2.9* 6,66,110** 4.8* 8,60,004** 
1995** 2,23,887** 3.0* 8,42,078 5.3* 10,65,765** 
Source 
Note 
** Industry clinic an Bakery Products 
organised tiK Small Industries Service 
Institute. New Delhi, March 23-24, 1979, p. 
12. 
i) A Ten Year Perspective Plan 1981-1990, op.cit, 
pp.57-68. 
ii) The growth rate has been computed as follows : 
FV - PV 
r = — 
PV/t X 100 
where: FV = Future Value 
PV = Present Value 
t = Time Power 
r = Growth Rate 
** - (iii) The employment has been estimated for 1990-95 as 
follows : 
FV = PV (1 + r)^ 
where : FV = Future value 
PV = Present Value 
t = Time Power; r = Growth Rate. 
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2.2.4 Exports 
Indian bakery industry is foreign exchange earner. 
It exports wafers, biscuits, pastries etc. to a number of 
countries in Middle East, Europe, Australia, U.S.A. etc. The 
details are mentioned in Table 2.7. 
TaUe2.7 
DBiA's QffarrsfFUfiRiflusaMeFiiiijnsHiiii m-n jqvkmr 
S.Ho. year Wafers Biscuits Pastries i Cakes Others 
Quantity 
(Kg.) 
Value 
Rs, 
per Kg, i3uantity 
Rs, (Kg.) 
Value 
Rs, 
per Kg. 
Rs. 
Quantity 
(Kg.) 
Value 
Rs. 
per Kg. 
Rs. 
Quantity 
(Kg.) 
Value 
Rs, 
per Kg. 
Rs. 
1. 1977-78 3,90(T} 54.4 13.93 4224,8fT) 3«115.8 7.13 1,9(T) 11.4 6.0 - - -
2. 1978-79 N.A, N,A. N.A, N.A, N.A, N.A. N.A. N.A. N.A. N.A, N,A, N.A, 
3. 197^-80 7954,0 65480,4 0,12 5025018 37732381 0.13 20352 161854 0.12 18077 237702 0,076 
4, 1980-91 259 4793 0.05 3999837 32876195 0,12 2982 37702 0.07 4031281 33165263 0.12 
5. 1981-82 10592 128970 0.06 3065204 3060614 0.10 N.A. N.A. N.A, 27092 53394 0.50 
6. 1982-03 l i91 26139 0,06 3528135 352M5e3 0.10 liOB 25450 0,04 5405 95947 0.05 
7. 1983-84 737i 146901 0,02 1893243 18893182 0.10 2100 23401 0.08 55357 1200166 0.04 
8. 1934-85 8579 156530 0.05 2860517 31121475 0.09 270 16800 0.016 2951447 33528020 0.8 
9. 198f-86 N.A. N.A. N.A. N.A, N,A. N.A. N.A. N.A. N.A. N.A, N.A. N.A. 
1(1. 1986-87* (tete ! 1) Exports of Biscuits have declined by about 5X in tte last few years. 
n. 1937-88 
u } Hevertheiess in the j'ears 1988-69 exports to both the Rupees areas and other areas decreas€<) 
viz-a-viz )187-88 as per figures f r » aeaber exporters I M ) 
12. 1988-89 » 
Sources •• 1.1 Various publication of STC of different years 
t - Annua] reports of respective years oi Federatiuo of Biscuit teiufacturers of India, 
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The industry earned foreign exchange of Rs 
1,58,530 lakh from export of wafers and Rs 3,11,21,475 froB 
the export of biscuit in 1984-85. The export of pastries 
yielded foreign exchange earning of Rs. 18,800. The export 
earning from other products amounted to Rs. 33,528,020. The 
industry has not been able to maintain exports of its 
biscuits in the last few years ending 1988-89. Its exports 
of biscuits had declined by 5% approximately. It is worth 
noting that rupee areas have decreased more than to other 
areas. In 1987-1988 it has declined by 20%. 
In this context several reasons such as poor 
packaging, use of old machines and equipments account for 
the high cost of production. As a result the Indian bakers 
are unable to compete in foreign markets. The industry 
claims to fulfil the demand for 2 million tonnes per annum 
if new bakery technology is introduced for higher 
productivity. The industry would be able to improve the 
quality at minimum cost and would be able to earn foreign 
exchange through modernisation. Therefore the demand of 
Federation of Biscuit Manufacturers of India (FBMI) for 
removal of restriction on import of biscuit equipments 
carries weight. 
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2.3 FACTORS AFFECTING PROSPECTS OF BAKERY INDUSTRY 
The growth of the bakery industry depends by and 
large upon the opportunities and constraints it comes across 
in its future working. The industry is highly susceptible to 
environmental factors which have a perceptible effect on its 
future prospects. Some of the factors that have immsense 
impact on its prospective growth are discussed in this 
section. First, the opportunities before the bakery industry 
are discussed through a description of the factors such as 
demographic, behavioural pattern towards bakery products, 
industrialisation and urbanisation, government policy 
towards bakery industry and feeding programmes. Next the 
constraints such as research and development, consumer 
education, competition and others are discussed. 
2.3.1 Opportun it ies 
As pointed out above the various variables 
providing opportunities for the bakery industry to develop 
have been analysed in the following paragraph. 
<a) Demographic Factors : Demography is the study of 
consumer profile which comprises of population and its 
density, education, employment, income, religion etc. 
Population and density : A cursory look at population and 
its density as shown in the table No. 2.8 reveals that the 
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total population and its density per kilometer has increased 
during one decade. As per 1981 census the population is 
6,85,185 lakhs showing an increase of 25% over 1971 census. 
Whereas the average density of population per kilometer has 
increased by more than 100% from 117 per kilometer to 216 
per kilometer (recorded in 1981). Besides percentage growth 
rate of rural areas show 19.88% and 48.39% of urban areas 
respectively. 
Table 2.8 
POPULATION, DENSITY AND GROWTH RATE BY AREAS IN STATES/UNION 
TERRITORIES CENSUS 1981 & 1991 
Ind ia/State 
Union Territories 
Population 
(in ^000) 
Percentage 
growth rate 
of population 
Density of 
population 
per Sq. Km, 
1971 1981 
India- All 
Rural 
Urban 
6,85,185 
5,25,458 
1,59,727 
+ 25.00 
+ 19.68 
+ 46.39 
117 216 
Sources : Child in India: A Statistical profile. Goverment 
of India, Ministry of Welfare, New Delhi, 1985, 
p.9. 
Increasing trend of population over different 
regions show obvious prospects of growth of the industry. 
Not only the net increase but the spread of population and 
much higher relative growth in urban areas are pointers that 
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indicate a high demand potentials for the product of the 
bakery industry. As a result of education people are now 
more conscious of the nutritive value of food. Baked 
products are handy, convenient and wholesome food. They 
provide nutrition and energy and are considered as the best 
means to supplement the caloric requirements. For instance, 
a pack of 100 gram of biscuit consists of 20% protein and 
calcium which an average adult requires for a day. Besides 
biscuits like "Threptin", "Digestive" etc are recommended as 
complete for old and youngsters. Similarly a bread loaf of 
400 grams weight provides 1225 calorie which is about 44% of 
total caloric requirements of a sedentary worker as shown 
from Annexure. Therefore, the bakery industry plays a vital 
role in the context of balanced diet. 
Employment : Under the new concept of family life, mainly in 
urban metropolitan cities, both husband and wife are earning 
members in order to lead a comfortable life. Ladies are no 
longer solely the managers of kitchen. They are increasingly 
participating in economic activities and have little time to 
devote to kitchen affairs. They go out for shopping. Besides 
little emphasis is given to let them learn the art of 
cooking and baking from their childhood. On the other hand 
men, as usual, are busy with jobs. They have to work in 
environment different from that in the 19th century. They 
have to work in the factory environment for fixed duration 
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with short recess in the afternoon. They generally take 
lunches with fast and ready-to-eat foods in canteens, hotels 
and restaurants. Hence, the processed foods including bakery 
products are being well accepted by these persons. 
Income : Market is made of people who have money to spend. 
On the basis of income consumers may be classified into 
High, Middle and Low income groups. In order to meet the 
requirements of all income groups, the bakery industry has 
been able to market variety of the low cost to high cost 
bakery products at prices commensurate with income. For 
instance high priced fancy biscuits account for less than 
10% of consumption while 90% consumption is of low priced 
varieties such as Glucose, Marie, Arrowroot, and milk 
biscuits.^® Besides a survey undertaken in 1986 brought out 
the fact that 37% of the biscuits were consumed by income 
group below Rs. 750 per month and another 33% by group 
between Rs 750 and Rs 1500 per month.^^ In this manner the 
products of the industry having economy version and low 
price appeal are equally preferred by all income groups. 
Religion Baked products are generally considered to be 
consumed by masss but certain communities are religious 
minded. Their preference and attitude differ towards 
convenience food items. However, the bakery industry has 
taken care to incorporate the social habits and the 
religious value in its product lines. For instance eggless 
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vegetarian cakes of Modern Food Industries are quite popular 
among vegetarians belonging to a substantially large section 
of the population. Christians are particularly fond of cakes 
which is a compulsory feature during parties and religious 
functions such as Easter and Christmas. 
(b) Behavioural Pattern of Consumers : The behaviour of the 
consumers towards bakery products has undergone a vast 
change. Now the products of the industry are being served at 
several occasions and used for a number of preparations. 
There was a time when it was assumed that bread and biscuits 
are meant for the rich only. The common man took them only 
when he was sick. This concept has now changed. The bread 
and biscuits, in fact, as diet for the sick speaks of its 
nutritive and digestive qualities. Equally large number of 
varieties of bakery products having a variety of taste and 
flavours are available in the market for various occasions 
from breakfast to lunch, from guests to patients in the 
hospitals. Special varieties of breads, biscuits and cakes 
are offered to guests on the occasion of marriage and other 
parties. These products are commonly available in school, 
college, universities canteens and even for victims of flood 
and famine. 
The baked products are also offered as items for 
various uses. Bread and biscuits are regular items for 
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breakfasts and meals. The sandwiches, bread pakoras, Shahi-
tukra, kheer made of bread mixed with milk are widely 
accepted for meals and breakfast. Besides the flat bread and 
buns are consumed in big and cosmopolitan cities as 
substitute for traditional chapaties. Hotels on the other 
hand have taken a lead in providing a wide range of food 
items made of bread slices. 
Baked bread as one of the important recipes that 
is commonly used in the preparation of pizzas, Russian 
Sandwiches, Mixed vegetable cream kabab, Semolian Kabab> 
Bread Kabab stuffed with meat. Chicken, Toast (French), 
suffed potato suasages, Mughlai potato Kofta curry, Malfll 
Kofta curry. Stuffed egg curry, AlmoniKab(tk j Bread pudding. 
Chocolate Bread pudding, Christmas pudding. Dry Flour of 
Bread loaves is usually used to concentrate curry of meat 
and eggs.^^ 
The above description with regard to the wide 
range of usage of bakery products presents an excellent 
opportuity for the growth of bakery industry, 
(c) Industrialisation and Urbanisation : The process of 
industrialisation has led to urbanisation. It is an 
important aspect of the process of economic and social 
development. Economists regard urbanisation as the criteria 
of economic growth of a country. In India the growing 
urbalisation is a new phenomenon. Urbanisation through 
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industrialisation has given rise to group awareness. Each 
group has its own identity by means of favourite food items 
leading to a huge market potential. This requires the 
production and distribution of larger varieties of 
convenience food items under differentiated, 
undifferentiated and concentrated marketing strategies to 
meet the demand of target markets. All this enhances the 
scope for food processing industry. 
(d) Government Policy towards Bakery Industry : Although 
the small and organised sectors of bakery industry are 
complementary and supportive of each other yet their 
products and markets are segmented and do not compete with 
each other. After reservation of bakery industry for 
exclusive development in the small scale sector in 1977, the 
area of operation of Small Scale Sector bakeries have grown 
much wider. A large part of the local demand has now to be 
met by Small and Tiny Sector Bakeries. 
(e) Feeding Programmes : As already discussed the masses of 
our country are suffering from vitamin deficiency. They are, 
in general, undernourished and are victims of malnutrition. 
In order to feed this target group with food fortified with 
vitamins and nutrients to improve their health, a number of 
feeding programmes are being sponsored by the active 
participation of state and voluntary organisations. Some 
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details of these programmes have been given in the previous 
section. In addition efforts are also being made to 
popularise the wheat-based bakery products in non-wheat 
consuming areas to overcome the nutritive deficiency. These 
ventures will provide enough marketing opportunties for the 
industry. 
2.3.2 Constraints 
The bakery industry is also not free to operate 
due to a number of factors. The pace of its Prospective 
growth is also impeded due to constraints. These constraints 
are discussed in the paragraphs that follow. 
(a) Research and Development : In most of the advanced 
countries the baking process has become quite technical and 
has reached such an advanced stage that all the food 
preparations are done through mechanical processes and the 
art of baking has become a part of technology. However, in a 
country like India, efforts are being made to make use of 
baking technology. In this context various institutes of 
Food and Catering Technology are mainly engaged in 
developing new recipes and training methods for innovating 
such nutritive products which may uphold the traditional 
values. To improve quality and productivity at minimum cost, 
emphasis is being given on mechanisation at small scale 
through the use of low-cost equipments such as mixing, 
dividing, moulding and wraping with wax papers for enhancing 
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shelf life. Thus Research and Development efforts in baking 
technology are the steps forward to strengthen the 
development of various facets of the industry. But the 
limitations of technology available in India and the 
inadequacy of research and developing places a constraint on 
growth of bakery industry. 
(b) Consumer Education : The Bakery Industry is operating 
in our country in a seller's market due to lack of knowledge 
on the part of consumer towards balanced and nutritive diet. 
Improved and effective promotional and advertisement 
techniques are the various devices to induce the consumers 
to accept the wheat-based baked products as staple food. 
This will provide a strong base for bakery industry to 
produce varieties of food items to meet the demand of 
masses. Till such a wide level of consumer awareness is 
present, this will be a constraining factor. 
(c) Competition : It has already been mentioned that the 
Small Scale Sector units have to face tough competition with 
large sector bakeries. However, with the announcement of 
Government to run the bakery industry for exclusive 
development in SSI Sector, the situation has been eased as 
the area of operation of both sector bakeries has changed. 
Still certain segments of the industry do operate in a 
competitive environment. 
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(d) Other Constraints : Besides there are many other 
factors of the industry which impede the proper functioning 
of the industry. These constraints comprise of the problem 
of Raw-materials, Lack of trained hands, operation of 
Promotion of Food and Adulteration Act (PFA) and weight and 
measures (PC) rule etc. In this context it may be mentioned 
that the bakers are having constructive approaches in an 
organised manner to get them managed. The detailed 
description of some of these constraints has been taken up 
in the next chapter which deals with marketing problem in 
the bakery industry. 
Taken together, the opportunities and constraints 
above obviously suggest that the bakery products would be 
much in demand with the growth of the industry. Thus the 
average price can be brought down through mass production. 
The next section analyses specially the consumption pattern 
of various bakery products. 
2.4 PROSPECTIVE GROWTH OF BAKERY IH INDIA 
In the context of prospective growth of the bakery 
industry present consumption of bakery products and its 
projected demand have been analysed. In addition, the 
possible factors that may lead to the further expansion of 
the industry have also been taken up. 
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2.4.1 Consunption Pattern of Bakery Products 
Development of bakery industry is circumsribed by 
the changing consumption pattern. The consumption of bread 
and biscuits in rural and urban areas is worth considering. 
Urban areas have a larger share in the consumption of bread 
and biscuits than the rural areas. For instance, 60.5% of 
the bread and 52.5% of biscuits are consumed in urban areas. 
On the other hand, in rural areas, 39.5% of the bread and 
47.4% of biscuits are consumed as indicated in Table 2.9. 
Table 2.9 
MARKET FOR BAKERY PRODUCTS 
RURAL: URBAN SHARES IM 1979 
(In tonnes) 
Rural Urban Total 
Bread 200409 30695 507364 
(39.5) (60.5) (100.0) 
Biscu its 165141 183257 348398 
(47.4) (52.6) (100.0) 
Others 82382 109741 192123 
(42.88) (57.12) (100.0) 
Total 447932 599953 1047685 
(42.75) (57.25) (100.0) 
Note : Figures in brackets are pecentage shares 
Source : A Ten Year Perspectuve for Bakerv Industry in. 
loiiia 1981-90. The Institute of Economic and 
Market Research, New Delhi, p.35. 
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Biscuits are consumed more than bread in rural 
areas. There are two reasons for the disparity in 
consumption pattern in rural and urban areas. First, most of 
the bakery units are established in urban areas. The urban 
consumers get fresh supplies. It is, therefore, necessary to 
give priority to the establishment of new units in rural 
areas. Secondly, there are the problems of transportation of 
baked products to rural areas. The problem can be overooaie 
if it becomes possible to introduce refrigerated 
transportation. 
There is scope for further growth in the demand 
for biscuits. The National Market Information Survey of 
Households was undertaken by National Council of Applied 
Economic Research in December 1986. It has been projected by 
the survey that rural areas are expected to consume 55% of 
1 T 
the total volume of biscuits produced. It is an indicator 
of the vast scope for the industry in rural areas. The 
regional imbalance can also be removed by means of dispersal 
of the units in rural areas and widening the distribution 
system. 
In India per capita per annum consumption of bread 
is about 0.78 kgs and of biscuits is about 800 gms only. As 
compared to international consumption, the bread and 
biscuits consumption in India is extremely low. 
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Table 2.10 
CONSUMPTION OF BREAD IN SELECTED COUNTRIES 
Countries Kg. per person per year 
Bulgaria 164 
Russia 142 
Hungary 120 
Poland 119 
Czechoslovakia 108 
East Germany 94 
Spain 74 
France 71 
Holland 62 
Belgium 51 
West Germany 70 
Britain 47 
Sweden 37 
Denmark 21 
United States 37 
Canada 31 
Brazil 19 
Japan 10 
India 0.78 
Source : A Tar. Year PerRpective Plan for Rnkerv Industry in 
India- 1981-90. The Institute of Economic and 
Market Research, New Delhi, p.23. 
From the Table 2.10 it is noted that maximum 
consumption of bread is in Bulgaria i.e. 164 Kgs per person 
per year followed by Russia, Hungary, Poland and 
Czechoslovakia where it is 142 Kgs., 120 Kgs., 119 Kgs., per 
person per year respectively. In other countries like East 
Germany, Britain, France, Holland, Belgium, West Germany, 
Britain etc., the consumption is less than 100 Kgs. of 
bread. The decrease in consumption is reported to have taken 
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place because of the availabilty of other convenience foods 
and more calorie conciousness of the consumers in those 
countries. 
Similarly the consumption of biscuit, as already 
mentioned earlier in India is about 800 grannes per person 
per annum vis-a-vis 15 Kgs. in developed countries. However 
on the basis of Planning Commission's estimates of 
population in the year 2000, an annual production level of 2 
million tonnes of biscuits is needed to realise the 2 Kgs. 
per capia consumption target by the year 2000. The Biscuit 
Industry claims to achieve the targets at an annual growth 
rate of over 12% as against the present growth rate of 5% 
provided the exemption of excise duty is granted to the 
industry.^^ 
Bakery industry in India has to be further 
developed if the consumption of bread and bisuits per capita 
has to be raised to the level of consumption in European and 
other developed countries. 
Low per capita consumption in India may further be 
advocated from the fact that average number of inhabitants 
served per bakery unit is much higher. The number comes to 
about 15,000 to 20,000 inhabitants. It does not compare with 
that of number of inhabitants served per bakery in Europe, 
viz. 1,000 inhabitants. Table 2.11 reveals that the level of 
1C9 
consumption in India can be brought to the level of other 
countries if there is atleast expansion by 200 times in the 
production of bakery industry. 
Table 2.11 
AVERAGE NUMBER PER IHHABITAHTS SUPPLIED WITH BREAD PER 
BAKERY IH SOME OF THE EUROPEAH COUHTRIES 
Countries No. of inhabitants per 
bakery 
Source 
Belgium 752 
France 833 
Italy 1207 
Luxemburg 800 
Netherlands 1058 
West Germany 967 
India 15,000 to 20, 000 
A Ten Year Perspective Plan 1974-75 to 1983-
The Institute of Economic and Market Research, New 
Delhi, p.12. 
It can be attended if the number of bakery units 
is increased 15 to 20 times if the number bakeries per 
100,000 inhabitants is to be in the same range as in Europe. 
The growth of the industry should be so planned as to reduce 
the Statewise disparities both in per capita availability of 
bakery products and number of bakery units per 100,000 
population. This further requires popularisation of bakery 
products and change of food habits of Indian population. 
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2.4.2 Projected Denand Pattern 
In order to meet future demand the production of 
biscuits, breads and other bakery products both in Public 
and Private sectors was envisaged to grow at an estimated 
rate of 10.2%, 9.7JS and 9.8% respectively till 1990 as shown 
in the Tables 2.12. Accordingly, the industry had carried 
out a report to project the production targets to be 
achieved by 1985 and 1990 on the basis of actual production 
in 1979. In this regard it may be mentioned here that no 
updated information regarding the evaluation of these 
targets upto 1990 is available. However, research scholar on 
his own intitiative, other things remaining the same, has 
further projected estimates to be achieved till 1995 which 
are provided in Table 2.12, 2.13 and 2.14. 
(a) Production of Biscuits : Sectorwise details of the 
production of biscuits are given in Table No. 2.12. 
From the analysis of the figures in the above 
table it is noted that the Public Sector has attained growth 
at 7% its production increased from 99,023 thousand Tonne in 
1979 to 2,08,429 thousand tonnes in 1990. By the end of 1995 
it is expected to grow at 7% annually. The Private Sector is 
expected to produce 2,92,332 thousand tonnes till 1995 at an 
annual growth rate of 7%. Similarly under Small Scale Sector 
the Factory's Non-Factory's units are estimated to increase 
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Table Ho. 2.12 
PRODUCTION OF BISCUITS : 1985 AND 1995 
(By Sectors) 
iVlkt-TV l.U"lJLt = 
(In Tannes) 
ficitucd 
F'rc-di-ic-
ticn 
/y,r,nal 19yf. Pr-inual 199*:) ft-.nual 1995 
rate of rctui.il rate of Actual rate of Estirrictted 
grcwthi Prc/duc- growth Prcduc- yrov-ith Produc-
upto ticfi upto ticci upto tacxi 
r9Sf. 1995 
( " / . ) (V.) ( ' / . ) < * ) 
'^r ECTT) 
1. Fublic 
r>e<:tur 
FT A '/ATE 
'^•^c-ctDr 
H- Sficdi 
T'ector 
.1. Factory 
f'Jcjri 
Tirictory 
iotai (PHB) 
206429 292332 
>23 
24237!:. 
9r/25 
7 7 2\)3429 7 292332 
l j . 4 47A.-.'r72 J 1,1 »j5707 11,1 13,£>3,79C> 
12.3 33^.265 11.6 582107 11.6 10,07,683 
9,4 j40J07 9.B2' 9 -8 83,35,848 
10.2 624979 10,2 10,14,13>6 10.2 16,48,178 
Source : A Ten Year Perspectivg Plan for Bakery Industry in 
India 1981-90. The Institute of Economic and 
Market Research, New Delhi, p.31. 
(*) Estimated Production for 1995 on the basis of 
production in 1990. The production has been 
estimated for 1995 as follows: 
Fr = Pr (1+r) where : Fr = Future value 
Pr = Present Value 
r = Rate of Growth 
t = Time value 
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the production at 11.6% and 9.8% respectively by the end of 
1990-95. The production of biscuits as a whole would anount 
to 16,48,178 thousand tonnes in 1995. The industry is 
projected to grow at annual growth rate of 10.2% during the 
period of 1995. 
(b) Production of Breads : There was an equal emphasis on 
the production of breads. As presented in Table No. 2.13 the 
Public Sector was expected to increase the production of 
bread at 4.9% annually till 1995. The Private sector was 
expected to increase production of bread by 4.9% during 
1990-95. The Small Scale Sector including Factory Sector 
Units are to raise their production at 10.9% during perod 
1990-95. The total production is expected to increase many 
times over during the period under review. 
(c) Production of other Bakery Products : The other 
bakery products also have an important role in the growth 
of bakery industry. The growth in production of other bakery 
products expeted to be at 9.8% per annum till 1990-95 as 
indicated in Table 2.14. 
At the estimated growth rate of 9.8% annually the 
bakery industry would be producing 895638 thousand tonnes of 
other bakery products. It would be many times over the 
production of other bakery products in 1990. 
113 
Table Ho. 2.13 
PRODUCTION OF BREADS: 1985 AND 1995 
(By Sectors) 
(In Tcnnea) 
E<akery uni ts 1979 Prmttal 1985 Arinual 1990 Pnnual 1995 
(Sec tof—wise) Actual rale of Actual rate of Actual rate of Estimatt 
Prcjdiic-- grcwth Produc.- growth) Produc- growthi ProdLtc-
t.\cri t ipto tlCjf-i upto t ion upto t ion 
198t". 1990 1995. 
r/.) iV.) r/.) ( * > 
Pr- 1)GTD 126&41 6,7 187125 4,9 2373«3 4 .9 3015^7 
J , Fublxc 
tor 6 ,7 74735 4.9 94807 4.9 120425 
. Pr 3 vate 
f^ ector 76J83 6.7 112":9C) 4 ,9 142576 4.9 181102 
K- Sfifcdl Scale 
f3f--c tcjr 12.5 770386 10,9 10.9 21,53,438 
1 . Factory i^crxy? 14.8 12,^ 638045 12.9 ll,70,3yb4 
?. r-Jcf)-
Fcictory i(.),8 42153<) 8 . 9 645vb88 8 .9 98,89,22 
lotc.d (fri-B) 11.12 95751j 9 .7 15,21,116 9 .7 24,16,548 
Source : A Ten Year Perspective Plan for Bakery Industry in 
India 1981-90. The Institute of Economic and 
Market Research, New Delhi, p.29. 
(*) Estimated Production for 1995 on the basis of 
production in 1990. The production has been 
estimated for 1995 as follows: 
Fr = Pr (1+r) where : Fr = Future value 
Pr = Present Value 
r = Rate of Growth 
t = Time value 
114 
Table No. 2.14 
PRODUCTION OF OTHER BAKERY PRODUCTS: 1985 AND 1995 
(In Tonnes) 
1979 Annual 1985 Annual 1990 Annual 1995 
Actual rate of Actual rate of Actual rate of Estinate< 
Produc- growth Produc- growth Produc- growth Produc-
t ion upto tion upto tion upto tion 
1985 1990 1995 
(%) (X) ( * ) 
192123 10.6 351649 9.8 561204 9.8 895836 
This includes non-leavened items like biscuits which are 
generally classified as flour confectionary 
Source : A Tftn Year Persoeotive Plan for Bakery Industry in 
India 1981-90. The Institute of Economic and 
Market Research, New Delhi, p.32. 
(*) Estimated Production for 1995 on the basis of 
production in 1990. The production has been 
estimated for 1995 as follows: 
Fr = Pr (1+r)^ where : Fr = Future value 
Pr = Present Value 
r = Rate of Growth 
t = Time value 
(d) Raw Material Requirements : As the target of production 
from 1985 to 1990 would not be achievable without the 
required amount of raw material, therefore adequate 
quantities of essential ingredients needed for biscuits, 
breads and other bakery products were also estimated. 
The estimated raw materials for 1995 based on the 
requirements of raw materials for 1990 has been shown in the 
Table No. 2.15 to 2.17. 
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Table No. 2.15 
ESTIMATED RAW MATERIALS FOR BAKERY PRODUCTS 
(In Tonnes) 
Y E A R 
1979 1985 1990 1995' 
Production of Biscuits 348398 
Raw Materials required : 
624979 1014135 1648178 
Flour 
Sugar 
Fat 
Production of Breads 
Raw Materials required 
Flour 
Sugar 
Fat 
Salt 
Compressed Yeast 
Production of other 
Bakery Products 
Raw Materials required 
Flour (Wheat) * * 
204858 367488 
63408 113746 
51215 91872 
507364 957511 
380523 718133 
7610 14362 
3805 
7610 
3805 
7181 
14362 
7181 
596312 
184573 
149078 
1140837 
22816 
11408 
22816 
11408 
192123 351649 561204 
130509 238875 381226 
969128 
299968 
242282 
1521116 2416548 
1812411 
36247 
18123 
36247 
18123 
895638 
808407 
* Projected Figures 
Estimates available only for Consumption of Wheat 
Source : A Ten Year Perspective Plan for Bakery Industry in 
India 1981-90. The Institute of Econonic and 
Market Research, Mew Delhi, p.43. 
From the information given in Table it is observed 
that the industry required more flour, sugar, compressed 
yeast and fat etc for its targeted production. However, it 
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is reported that inspite of industry's plan to enhance 
production for its overall growth it is facing great 
difficulties in obtaining raw materials. This has a 
deterrent effect on the marketing efforts of the industry. 
2.4.3 Scope for Expansion 
If the capacity of units is determined on the 
basis of the size of population of towns it would be beyond 
doubt that there is a wide scope for expansion of industry. 
As shown in Table No. 2.16 at least 226 centres have the 
population of 1 Lakh each. A large unit in each of the city 
can be established for undertaking production of biscuits 
and breads. Similarly the towns with population of 50,000 
are 325 in number. This offers scope for Medium sized bakery 
Table 2.16 
DISTRIBUTION OF TOHHS AGGLOMERATIONS ACCORDING TO POPULATION 
(1981) 
Total 1,00,000 50,000 20,000 10,000 5,000 Less 
Population and to to to to than 
over 99,999 49,999 19,999 9,999 5,000 
Centres/ 
Towns 
3949 226 325 883 1247 920 348 
100% 5.72% 8.22% 22.36% 31.57% 23.29% 8.81% 
Source :(a) Census of India 1981- Series-I. India, General 
Population, Table A-4, PP.56-57. 
(b) A Ten Year Pftrspentive Plan for Bakery Industry 
in India 1981-90. The Institute of Economic 
and Market Research, New Delhi, p.30. 
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units to operate profitability. The towns with population of 
10,000 and less, offer opportunity for small units. The 
towns of smaller size (5000 and less) are 32% of the total 
number of towns where unorganised bakery units (Tiny) can 
prosper. Therefore, it is clear that there is a substantial 
scope for expansion as the present number of bakery units 
are lesser than what different population centres can 
accomodate. 
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CHAPTER III 
PROBLEMS OF MARKETIHG OF BAKERY PRODUCTS 
In the preceding Chapter a detailed discussion 
regarding various factors that contribute to the developnent 
and future prospects of bakery industry in India were 
thoroughly analysed. Bakery industry as on© of the Food 
Processing Industries is manufacturing wheat-based products 
which are not only nutritive but also like wholesone foods. 
These products are consumed by high, middle and low income 
group consumers on a daily basis. Thus its future 
development is related to its ability to manufacture and 
market quality products amongst masses. Although the 
industry, as discussed earlier, has enough potential to 
develop on sound lines, a number of problems concerning 
supply of quality imputs, increasing cost, power crisis, 
high tax burden and restriction on import of technology and 
equipments, etc. have adversely affected the performance of 
the factors in marketing mix viz.-products, price, 
distribution and promoton. These constraints need to bo 
removed on a priority basis, if the industry is expected to 
market nutritve products at a reasonable price to masses and 
more particularly to vulnerable groups of the population. 
This Chapter highlights the dimensions of problems 
inhibiting the marketing efforts. 
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This chapter starts with a discussion of aarket 
segmentation and target marketing and moves on to the 
exposition of problems in marketing of bakery products. This 
discussion is done for the four factors in the marketing 
mix. 
3.1 MARKET SBGMEHTATIOH AMD TARGET MARKETING 
Bakery units operating in the industry are 
bringing out a variety of products. For instance, in case of 
bread. Modern, Britannia and others manufacturing bread both 
for general consumption of households, hotels and canteens 
and special breads for nutritional programmes. Similarly 
flat bread as substitute for chapati is accepted very well 
in many cosmopolitan cities. Biscuits such as Thriptin and 
Digestive are like food meant for young and old. Eggless 
cake of Modern is for exclusive consumption of vegetarians 
belonging of a substantially large section of the 
population.^ In addition a variety of brands and packs of 
biscuits having low and high unit value are marketed for 
masses as well as for selective consumption. For Instance, 
high-priced fancy biscuits account for less than 10% of 
consumption while 90% consumption is of low priced 
varieties. In terms of income 37% of biscuits are consumed 
by income groups below Rs. 750 P.M. and another 37% by 
groups between Rs. 750 and Rs. 1500 P.M.^ These examples 
clearly describe the fact that bakery units of the Industry 
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are covering their markets under undifferentiated, 
differentiated and concentrated target narketing strategies 
based predominantly on demographic behavioural and 
psychographic segmentation. 
3.2 PRODUCT 
This section on the first marketing nix factors 
deals with the product concept, product policy. 
3.2.1 Product Concept 
Product signifies a thing which a buyer gets in 
exchange for its money. Broadly speaking a product is a 
bunch of utilities which signifies various characteristics 
and features besides the services which a marketer offers to 
the consumers. 
This approach has three essential aspects of 
product viz- Core, Tangible and Augumented.^ The Core 
concept of baked product emphasises the utility of benefit 
function such as energy, vitamins, nutrients tastes for 
health. For instance, a mother buying "Threptin" biscuit 
pack is not only buying biscuit but also the hope for energy 
and health of her baby. Similar is the case of other baked 
products. In other words the core aspect of bakery products 
is the hidden benefit being provided. 
1Z3 
The bakery products will have physical entity when 
the benefit is offered to the target market in a tangible 
form. Bread, buns, pastries, etc. illustrate the tangible 
products having certain characteristics such sis loaf volume 
and shapes with healthy shining crumb, soft velvety texture, 
better sliceability, small uniform cells, eating quality, 
crispness, better keeping quality etc. besides brand name 
and packaging. 
The augumented aspect of bakery products signify 
the benefit of services associated with tangible product by 
way of additional facilities to buyers i.e. personal 
attention, money back guarantees, credit facilities etc. It 
requires a thorough analysis of the consumption system in 
the target market for the formulation of an appropriate 
product pan. Bakers have, therefore, opportunities to 
augument their product offers competitively by means of 
developing products with various food groups to enhance 
nutritive value and improving packaging for longer shelf 
life, delivery arrangements, warehousing and all other 
things of value to buyers. In sum, it can be said that 
bakery products are consumer products classified as 
convenience food items. They are perishable in nature having 
low unit value, purchased frequently day after day in small 
quantities. 
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3.2.2 Product Policy 
No specific information with regard to Product 
policy of any bakery unit of the industry is available 
explicitly. However, some guidelines towards product policy 
measures to be followed by the members of organised and 
unorganised sector bakery enterprise have been highlighted 
in the Policy Framework of the bakery industry where- in 
emphasis has been given to hygiene and maintaining the 
balance between nutrition, taste, price etc. in order o 
provide maximum satisfaction to the consumers at large.^ As 
a consequence a large number of bakeries have taken 
initiatives to concentrate in developing new products 
through R & D efforts and reviewing existing ones for 
modification or elimination alongwith proper packaging and 
branding. In other words as a follow up measures a number of 
products traditionally manufactured have been substituted 
with new products of numerous varieties either due to non-
acceptability of consumers or due to availability of 
superior recipes and technology. For instance, cream rolls 
are not seen in abundance now adays. Their place has been 
taken up by cream-filled biscuits, equally well is the 
fruity-a-cake like bread. 
In the same way Packaging of the Product as 
compared to Past, has been improvised by a majority of 
bakery units in view of longer shelf life and convenience in 
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handling. For the sake of identification unbranded products 
of small scale sector bakeries are sold under sone local 
brands. 
In the wake of product concept leading to 
marketing myopia, Production of speciality biscuits to meet 
the challenges in export market and of other improved and 
nutritious breads and biscuits are also on the planning map 
g of Private and Public Sector bakeries. 
However, inspite of all their efforts, bakers 
are still lacking in implementing the product policy in its 
true spirit owing to a number of constraints that come 
across in their marketing operations. An attempt is made in 
the following section to develop an understanding of the 
product mix as relevant to bakery products. 
3.2.3 Product Mix 
Product mix is made up of product lines. Each 
Product Line contains product items which is a physical 
7 product plus branding and packaging. 
A Product mix of a particular bakery unit is a set 
o 
of all product lines and items offered for sale to buyers.® 
In other words, the range of product lines of a bakery unit 
(Large, medium and small) may comprise of bread, biscuit and 
other allied products such as buns. Pastries, cakes, etc. 
126 
Each of these lines may consist of product items which may 
be distinct by weight, shape, size, flavour, nutritional 
value, etc. For instance, in case of white bread, packs of 
800 gn., 400 gms., & 200 gms. are the product items and 
likewise Package weight ranging from 25 to 300 gms are the 
product items of Particular variety of biscuit. 
A product mix has three dimensions viz., width, 
depth and consistency. The width of product mix of a baker 
unit signifies the different product lines.® The depth of 
product mix refers to number of items in each product lines 
offered as mentioned above. The consistency of product mix 
implies relationship between various products on the basis 
of production requirement or distribution and promotion. The 
product lines of bakery units can be said to have 
consistency as these are convenience food items require 
flour as raw material for their manufacturing and further 
marketed through the same distribution system such as food 
store. These lines will be less consistent if they provide 
quite different taste and benefits (viz. nutrition) to the 
consumers. 
Product Line Strategy : Bakery industry is handicapped by 
inadequate product Line Stretching. It is true of large, 
medium and small scale bakery units. The weight and measures 
(Packaged Commodities) Act 1977 is applied to the bakery 
products. There are certain provisions of restrictive 
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nature which are counter productive of promotional efforts 
and product stretching. The range of product line of 
bakery units of the industry comprise bread, biscuits and 
other allied complementary producs such as buns, pastries, 
cakes. Each of them is having numerous product items of 
different weights and measures as well as variety of 
flavours and shapes etc. 
Different size of packs of breads and biscuits are 
governed by the weight and measurement (packaged 
commodities) Act 1977. According to the Act the biscuit 
industry was permitted to use the new packs of 25,50.75, 
100, 150, 200, 250, 300 gms and multiples of 100 gms. upto 
one kg.^® Likewise the pack size of bread have been 
specified as 200 gms., 400 gms., 800 gms and 1200 gms. 
Bakery units had contemplated to undertake stretching in the 
form of low and high unit value packs to suit various strata 
of the society. The Federation of Biscuits Manufacturers of 
India have proposed the following packs as given in table 
3.1 
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Table Ho. 3.1 
DIFFERENT SIZE OF PACKS OF BISCUITS PROPOSED TO BE MABKBTED 
S.No. Size of Packs S.No. Size of Packs 
1. 25 g 11. 150 g 
2. 30 g 12. 180 g 
3. 60 g 13. 170 g 
4. 80 g 14. 180 g 
5. 90 g 15. 190 g 
6. 100 g 16. 200 g 
7. 110 g 17. 230 g 
8. 120 g 18. 300 g 
9. 130 g 19. 350 g 
10. 140 g 20. 400 g 
and multiples 
of 100 g there-
after 
Source : 33rd Rennrt of the Federation and Statement of 
Accounts, FBMI, New Delhi, Dec. 1982, pp. 7-10. 
The Government has taken a contrary view 
regardless of the importance of stretching for both the 
industry and the consumers. The importance of stretching 
lies in catering to the demand on the one hand and 
cultivating the habits of fast food for the sake of 
nutrition on the other. In this context according to a 
spokesman of the industry, there is large number of 
allowable pack weights in which biscuits could be packed but 
in practice is a given class of varieties say glucose, the 
standard pack weight followed by the industry are very few 
viz.- 25 gms., 80 gms., 160 gms. of fancy packs. This is 
inadequate to protect the interest of the consumers. 
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However, the members of the association in order to adhere 
to the policy of the Government restrict the number of unit 
packs in a given class of biscuits such as Salted, Semi 
Salted, Sweet and cream filled biscuits.^^ Modern Food 
Industrial (India) Ltd. had also abandoned the production of 
low and high weight of loaf. 
Branding : Branding is both an aid in the selection of right 
product with convenience and an advertisement to build up 
the image in the minds of consumers. In fact, a brand is 
sought to be patronised by the consumers as an expression of 
their full satisfaction with the product. This realisation 
has brought home the need for improvisation in branding. The 
larger bakery units particularly market their products under 
some specific brand name. For instance, the products of 
organised sector bakeries such as Britannia, Modern Parle, 
Dalmia, etc. are well received as they sell their products 
under Family and Individual brands. Most of the bakeries 
operating under Medium and Small Sectors have also now 
started differentiating their products under numerous 
local and regional brands. 
Packaging : Packaging has been defined "as the activities of 
designing and producing the container or wrapper for a 
12 
product.Packaging plays an important role in marketing of 
baked products like bread, buns, biscuits, etc. These 
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products, by nature, are not only perishable but also 
susceptible to hot or cold climate and dampness. They may 
spoil, get discoloured, lose flavour leading to physical 
deterioration of the product. The biscuits, for instance, 
are quite fragile and can easily be damaged in 
transportation and storage. Therefore, they need to be 
packed or wrapped in such packaging matenial which fulfills 
the need for promotion of sales and yields maximum 
satisfaction to consumers by ensuring freshness, crispness, 
flavour and taste of the product. 
Packaging material is considered as optional raw 
material. However, its use is considered as essential for 
improving quality of commercial products. Special papers and 
containers like small packets, boxes, aluminium foil, etc., 
according to the requirements of products^ are consideed as 
suitable packaging material for ensuring hygienic 
conditions, preventing moisture, seepage and increasing the 
shelf life of bakery products.^^ Although the bakery units 
of the industry have improved the packaging aspect to an 
appreciable extent but still they are finding it difficult 
to procure adequate quantities of good quality wax paper 
because of its short supply. Further the cost of wax paper 
is too high to afford specially for the small units. 
Therefore, dull wax paper which gets dry after a short 
period is used by them. 
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3.2.4 Raw Materials 
Several of the problems in marketing of bakery 
products can be ascribed to the difficulties related to the 
raw materials. Since bakery products are made up primarily 
of agricultural commodities and chemicals maintaining the 
uniformity of quality in the end product is an arduous task. 
In a technical sense product is a wider concept 
which includes raw materials that goes into the product for 
ultimate consumption. In other words flour, sugar, salt, 
yeast shortening, glucose and improvers after having been 
processed are one product. Therefore, product as a first 
component of marketing mix requires proper planning and 
selection of right type of raw materials to produce a given 
quality of product. 
Raw materials with which different recipes of 
bakery products are prepared are classified into essential 
and optional ones as follows:^^ 
Essential Optional 
Wheat Sugar 
Yeast Shortening 
Salt Improvers 
Water Preservers 
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Because of the importance of raw materials to 
marketing of bakery products, each of the raw materials are 
described further. 
Essential Raw materials : The raw materials which are 
essential for the manufacture of bakery product are wheat, 
yeast, salt and water. 
1. Wheat : The quality of bread and biscuit is affected by 
the quality of flour. Flour quality can be assessed by 
measuring the various parameters such as moisture, 
granularity, ash protein/gluten, enzymes, damaged starch, 
dough rheology etc.^^ The bakery industry needs flour of 
specific strength. The term strength implies the quality of 
flour which can be converted into large loaf with smooth 
silky texture. The gluten in the right amount, water 
absorption, power (WAP) quality of flour the starch size of 
the particles, enzymes, colour, ash contents, acid insoluble 
1 R 
ash etc. determine the strength of the f l o u r . T h e gluten 
is one of the main and important wheat protein. The function 
of gluten in dough is to form the structure of the loaf and 
to give power of cohesion and elasticity to the dough. Its 17 excess or deficiency will damage the shape. The water 
absorption quality is important from the economic point of 
view. It also has a favourable effect on the shelf life of 
1 8 
the bread. Starch plays an important role in proper 
fermentation of dough. It acts as a water sink and 'set' the 
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system. Starch acts as a temperature triggered water sink in 
baked cereal products. It contributes to the textural 
attributes of the baked products. The normal starch that is 
damaged when milled is known as damaged starch or ^ghosts'. 
Moderate amount of damage os desirable while excess damage 
is quite harmful. Damaged starch influences the water 
absorption capacity of the flour.^^ The strength of flour 
and particles size are inter-connected. Flour of uniform 
quality is useful in manufacturing biscuits because it adds 
pn 
crispness of the product. Enzymes affect the volume of the 
loaf. "Enzymes are organic substance possessing the peculiar 
and wonderful power to convert one chemical substance into P1 
another without becoming part of that change. There is a 
general deficiency of enzymes in Indian wheat flour. It can 
be made up by means of external source of Alpha Amylase and 
fungal amylases in order to get good volume and crust colour 
in loaf. The excess of these enzymes is found in the flour 
of the rain affected wheat which gives sticky dough.^^ 
The wheat of the right quality makes bread 
attractive. It should be bright creamy white in colour. The 
colour of bread is affected by its ash content. Higher ash 
contents impart brown colour to maid4and results in darker 
colour of bread with poor loaf volume.^^ The Acid insoluble 
ash indicate quantity of silica matter present. This is due 
to improper cleaning of wheat prior to milling. The acid 
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insoluble ash determines the affects of bakery products on 
health, excess of acid insoluble ash is harmful to health.^^ 
In order to manufacture quality of product many 
varieties of wheats such as Soona, Lika, Larma, Roja, 
Sharbati Sooners for biscuits and HD 2122 for bread have 
been recommended by the researchers.^^ Besides^wheat flour 
of bread and biscuit industry has also been specified under 
PFA Act 1954 and Rules thereof, as shown in Annexure^'.^ 
Inspite of all these provisions the bakers are 
unable to have appropriate quality of wheat flours from 
f.lour mills for manufacturing different varieties of bakery 
products. 
In fact the problem of quality of wheat flour 
suitable for baking purposes is generic in nature because o 
different agronomic, soil and environment conditions of the 
place where the grains are grown. As a result the quality of 
wheat grains varies from farm to farm and region to 
op 
region. Nevertheless the problem of desired quality of 
flour required by the bakery industry can be managed to an 
appreciable extent through sincere participation of FCI and 
Roller Flour Mills. 
Most of the stock of wheat is supplied to the 
millers by FCI which is a mixture of many wheat varieties 
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grown under different environmental conditions. The stock so 
supplied is not propely segregated or graded.In some cases 
it is rain affected. Millers on the other hand have to 
nn 
accept the wheat which is supplied to them'^ Therefore the 
quality of flour entirely depends upon the stock available 
with FCI. In this context Dr. D.D. Hill remarks "until suoh 
time the mills can obtain wheat of specific quality and 
conditions, it is unlikely that they will be able to supply 
the range of flour qualities that will be required.^® 
Inspite of all these drawbacks millers are ready 
to make up the nutritional deficiencies of flour to a 
reasonable extent through various procesess and techniques 
like air-separaton, extraction, blending, colouring and 
enriching flours by making use of additives to provide 
protein, vitamin and mineral contents to exact 
specifications with regard to strength and stability. 
However, the operations of. roller flour mills are regulated 
by the preventive and Food Adultration Act. 
2. Yeast : Yeast is the second most important ingredient 
used as an agent for fermentation of dough. It also plays an 
important role in product modification and adding to the 
dough a sweet aroma to enrich bakery products. 
Yeast is a unicellular micro-organism of plant 
origin which is freely present in the atmosphere, fruit and 
136 
other food particles containing sugar. It is a living 
pQ 
organism^ It is sensitive to external conditions such as 
temperature and media in which it is preserved. The activity 
of yeast is influenced by the temperature. Both high and low 
temperature will have an adverse effect on the quality of 
yeast. 
In our country yeast is used to make bread and 
biscuits as compared to a wide range of usage in advanced 
countries to prepare soup, roast, steaks, sasage, neat, fish 
pastries, sand-witches etc. It has industrial use specially 
in confectionary. It has nutritional value and contributes 
good quality of protein and vitamin B-complex. It promises 
to boost the sale of the bakery products since it gives 
clear flavour.^® 
In the market yeast is available in two forms viz. 
active dried yeast and compressed yeast. Active Dried Yeast 
is light brown to creamish colour. It is normally in the 
form of small round pellets, noodles of 2 to 3 diameters and 
3 to 6 mm in length, it is also available in the form of 
small specks and powder which has an advantage over the 
pellet so far as dispersibility and dehydration is 
O 1 concerned. 
Dry yeast does not require refrigeration but a 
reasonably cool place for storage. When properly stored, dry 
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yeast will remain for many months.^^ Compressed yeast is in 
the form of rectangular blocks wrapped in waxed paper.^^ It 
should be stored in a refrigerator and should not be exposed 
to extreme heat or cold for even a short time. In can remain 
intact for 14 days in the refrigerator.^^ Therefore, in 
order to maintain quality of yeast extra precaution in 
respect of storage of the yeast are needed because this 
requires a standard temperature for moisture in case of 
compressed yeast. It does not spoil in frozen conditions. 
Since it is not possible for small bakers particularly to 
have ideal storage conditions it would be better to use 
fresh yeast as far as possible for daily use. 
However, yeast both fresh and dried are reported 
to be in short supply because of inadequate production. The 
units producing yeast in the North of Dhampur, Mohan Heakins 
and Bakewell are not able to cope with demand of Northern 
India. As a result the required amount of yeast is not 
available to the bakers. Consequently a large variety of 
fermenting agents other than yeast are in use.There are 
knwon by different names such as hops, gul, khamirah, desi-
masala, bombs, kali darakh, variali darakh, etc. besides 
other leavening agents like ammonia-carbide, albumen, 
ammonium chloride and baking powder.^^ In this way there is 
a limited use of yeast in bakery industry of our country. 
This indicates that bakers are not able to diversify their 
13 
products to a desirable extent 
The bakery industry has yet to attain the 
sophistication level to produce a large varieties of bakery 
products. The dominance of traditional bakers is difficult 
to abate as there is a growing conpetition in the narket 
from the organised bakery units which are capable of 
producing good quality of breads and biscuits and other 
oe 
bakery product. The demand of yeast will increase further 
due to increased mechanisation in the industry. 
The above description reveals that the problems of 
yeast are four : shortage, provision of storage, lack of 
technical knowledge on the part of bakers to handle it 
during production process and high prices. 
3. Salt : Salt is also an important ingredient in bread 
making. It performs the function as flavouring agent, dough 
stabiliser and controller of fermentation and is antiseptic. 
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The bakery industry does not prefer the common salt.''' The 
vaccum or refined salt is preferable because of uniformity 
in crystals, solubility in water and ease in sprinkling 
operations. The bread can not be produced without mixing 
salt with dough. The baker should not allow the salt to come 
into direct contact with yeast. It is therefore necessary to OQ dissolve it in water before mixing it with the dough. 
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4. Water : Water is equally important in naking bread and 
biscuits. The gluten formulation does not take place without 
water. 
Less moisture in the flour is nade up by water 
which makes more bread. The dough becomes slack and 
fermentation faster if there is excessive water in the 
dough. The quantity of water to be used in flour depends 
upon its quality. Water also acts as an agent to the 
consistency of the dough. There is no prescribed percentage 
of water in the dough. Its quantity is decided by the 
oq 
b a k e r . V a r i a t i o n in water content of the dough affects the 
finished products. The water is also used for dissolving 
salt to make the bread palatable and longer. The soft water 
is found good for baking because of its capability to retain 
gas.40 
Water with chlorine is used to eliminate bacteria 
which spoils the dough. Besides the fermentation^ time is 
shortened and bread quality improves as a result of bacteria 
killed by chlorine water. 
Optional raw materials : Sugar, shortening, improving agents 
and preservatives are classified as optional ingredients 
which are considef'edL unavoidable for the manufacture of 
quality of commercial products. 
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Sugar Though sugar is used in the production of bakery 
products, it is not required in large amount. It is used 
only to help the yeast to grow and multiply, it is helpful 
in gas production. In other bakery products sugar adds 
taste. The excessive quantity of sugar is harmful from the 
point of view of fermentation.To make a good quality of 
bread, sugar from 2 to 3% is recommended. However, in buns 
sugar upto 20% may be used in dough as sweetening agent. The 
primary purpose of sugar is to sweeten the product. Extra 
doses of sugar make the biscuit hard and brittle. The volume 
of biscuit increases. However, there does not take place any 
change in the flavour of the biscuit as a result of white 
sugar. The syrups and the lower grade sugar change the 
flavour considerably. The quality of biscuit deteriorate if 
the sugar of dark colour is used.^^ 
Various grades of sugar can produce different 
effects on the biscuits if it sprinkled on the dough. The 
fine or medium granular sugar is normally used for 
attractive finish and for influencing the creaming power of 
fats. 
2. Shortening : Fat used in bakery industry are known as 
shortening. The quality of products is largely affected by 
the quality of fat used in its production. Besides its 
nutritive value the main function of shortening is to 
develop tenderness, good texture, uniform granule structure. 
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volume expansion and improved shelf life of the products. 
Manufacturers are facing difficulties to incorporate such 
quality feature in the end product as the appropriate 
quality of fat that has plasticity with specific nelting 
point, dilation and stability is not available to then.^^ 
The existing conditions are not condusive to the 
production of fats of good quality. The operation 
of manufacturers of shortening are regulated by VOP control 
order and PFA Rules. Under these rules only certain oils 
like soya bean oil, cotton seed oil, sunflower oil, etc.are 
permitted to be incorporated in the manufacture of 
shortening after hydrogenation. The Vanaspati prepared from 
ground nut oil is an ideal shortening with high stability is 
excluded from the list.^'^ 
Shortening prepared wth permitted oils is not very 
suitable for bakery products as they contain large 
proportion of unsaturated Acids which are difficult to 
be removed completely while keeping the melting point of the 
product within the range as specif ied 
3. Improvers : The bakery industry is able to control the 
quality of bread by using improvers. These are the chemicals 
used in baking industry as oxidising agents for maturing the 
dough. The improvers comprise Potassium Bronate and 
Potassium lodite. The bakery industry is supplied with 
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instant dough improvers, viz. Ascorbic Acid. The improver 
makes the gluten soft and retain the gas. It increases the 
volume of the bread. The bread improver should be used in 
correct amount because it influences the fermentation 
period. Ammonium chloride is the improver of the yeast. The 
non-chemical improvers, viz., malted barley flour and soya 
bean flour can be used during the processing of baked 
foods. 
4. Preservatives : The bakery industry makes the use of 
preservatives for stable life of the bakery products.Calcium 
propionate is usually used as preservative in the country. 
Bakers inspite of their sincere efforts have not 
been able to market quality products as the right quality 
and quantity of raw-materials and other infrastructural 
facilities like quality control devices, modernisation, R & 
D practices are beyond their control.^' These aspects are 
briefly discussed in the foregoing sections. 
3.2.5 Quality Control 
The role of quality control in bakery industry is 
of great significance. It ensures the production at economic 
level consistent with consumer satisfaction and capturing 
the market in the face of keen competition. The word quality 
of bakery products, in general, refers to such features of 
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the products as its nutritive value, storage and edibility 
quality, finish, appearance, etc. The tern quality control 
connotes the systematic control of those variables which 
affect the excellence of the attributes of the product. In 
other words it encompasses every state of production viz. 
right from the qualtiy control of raw material to various 
j i o 
stages of process and distribution of finished products. . 
It is a general complaint of consumers that the 
bakery products are not of better quality. This situation 
has not been helped much even with the introduction of 
bakery technology. Although the organised Sector bakeries 
have been able to achieve the objective of quality control 
but still much has to be done to compete in International 
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markets.'* However no perceptible change in the methods of 
production for quality improvement has taken place in medium 
and small sector bakery units of the industry. As such due 
to lack of quality control practices these units are 
generally uncompetitive. 
3.2.6 Modernisation 
Modernisation emphasizes the adoption of most 
modern techniques of production in place of conventional 
methods. In fact the term modernisation is a wider concept. 
It includes not only the introduction of machines and tools, 
but also new combinations of dozens of inputs for preparing 
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recipes, right amount of heating and cooling, proper 
packaging and quality control from the point the material is 
purchased till it is converted into the finished products. 
With the advent of Food and Baking Technology both 
modernisation and R & d aspects of bakery industry have 
become vital issues. The application of bakery technology 
implies the use of most modern machines and new techniques 
of process operations for improving and manufacturing larger 
and better output at a minimum production cost. 
Modernisation in bakery industry technology is 
long over due. Most of the existing plants and machines in 
small, medium adn large units are either old or outdated 
involving high costs of maintenance.^® Obsolete and 
unscientific process of production further results into 
inefficient operations. As a result it has been telling upon 
the competitiveness of the industry in the world markets. 
The excessive cost of Indian bakery products and inferior 
quality are the root causes for the declining in export 
earning from bakery products by amount 50% in a few years.^^ 
However, there has been a marginal increase of 3% in 1987-88 
on the export front.^^ 
Old machines and rising cost are thus the dual 
problems before the bakery units who have to face stiff 
competition in the export market. Bakers have therefore. 
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suggested that the import of new Speciality Biscuit Plant 
and other essential equipnent would enable then to reduce 
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the nanufacturing cost of replacing obsolete equipments. 
However, these equipments are subject to stiff custom 
duties.^^ The total cost of equipment becomes prohibitve for 
any unit planning for modernisation and expansion. 
In this context it may be pointed out that both 
export and domestic markets are obviously closely 
associated. To launch any new product the domestic market 
initially becomes any experimental trial and readies that 
product for export. In this way production with imported 
machines will cater both to the domestic and international 
markets economically. 
3.2.7 Research and Development 
Food is vital for human nutrition and in order to 
feed himself, man has been searching new formulation and 
combinations to develop new varieties of food through the 
application of Food and Baking technology. The R & D efforts 
in bakery industry in recent years have therefore, assumed 
new dimensions with growing awareness among the consumers 
about the quality, quantity and price. 
Large bakeries like Dalmia, Modern, Britannia, 
Parle and others, through their R & D techniques, have made 
significant contribution to various areas including product 
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developnent, standardisation of existng fornulations, 
processing conditions, raw materials specification to 
improve quality and reduce cost. In addition to this, in-
house research led to the development and successful 
launching of new product varieties. 
However, still much has not been done in the field 
of R & 0. In this context it has been pointed out that the 
range of consumer preferences is infinite as also ephemeral. 
A delicate balance has to be struck between taste, 
nutrition, health and price. The R & D activity in our 
country has virtually reached a plateau where the exercise 
is reduced to making to marginal variations and the existing 
products. Besides the well-meant criticism of the consumers 
has to be accepted that the rate of new launches is rapidly 
declining. Despite the technical talent of India being 
second to none in the world, the apathy of the industry, its 
technicians and consumers is compounding. R & D for that 
matter product development are not carried out in a vacuum. 
Each exercise of this nature entails sizeable investment and 
this goes down the drain if avenues for commercial 
utilisation are not available.^^ 
3.2.8 Legal Constraints 
A number of State governments have subjected the 
bakery industry to rigid regulations with regard to sugar. 
147 
maida under Essential Commodities Act 1955. These 
ingredients are considered important components of recipes 
prepared for numerous bakery products. Bakers are not able 
to develop attributes like taste, smooth texture/ crispness 
and palatibility of the product if these are not made 
available in sufficient quantities. For instance sugar is 
needed not only to help the yeast to grow and multiply but 
it also acts as a sweetening agent, the bakery industry in 
U.P., Bihar and Haryan^ are facing difficultues in procuring 
adequate amount of sugar specially after the announcement of 
sugar policy since 1989.^ Similarly the biscuit and bakery 
product manufacturers can not hold stock of maida without 
storage licence in U.P, Bihar, Haryana, Punjab and Andhra 
Pradesh.^'' 
Under these regulations the industry is considered 
trading industry not entitles to store commodities beyond a 
limited amount. The maximum limit of the stock does not 
conform to the total requirements of the manufacturers. 
Therefore the units have to purchase most of the quantities 
from open market which makes it difficult to maintain 
quality economically. On the other hand the states of 
Maharashtra, Gujarat, Rajasthan, M.P., Karnataka, Tamil Nadu 
and West Bengal etc. have taken liberal and progressive view 
of biscuit units. In these states the bakery units are 
considered as bulk consumers^® They are not subjected to any 
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limitation on the storage of the commodities. They have to 
further comply with restrictive provisions of the Act in 
respect of storage and maintenance of books of stocks as 
applicaable to dealers. It is a matter of inconvenience 
specially to small scale bakers which have neither expertise 
nor experience to faithfully abide by the Act.^^ 
It is worth considering that inadequate stocks of 
these commodities can lead to under utilisation of capacity, 
escalation of cost and ultimate industrial sickness. The 
workers may also be laid off when the units become sick. The 
industry will have to absorb losses due to speculation in 
flour, vanaspati and sugar. It may result in the erosion of 
capital due to cumulative losses. 
Prevention of Food Adultration Act requires the 
biscuit and bread manufacturers to print on the pack 
essential information for the benefit of the consumers. The 
Statutes make it compulsory to print on biscuit packets of 
25 gms, 50 gms. and others the date of manufacturing, the 
expiry date, the ingredients, the price amongst other 
things. It has been contended by the industry that complete 
information under the provision of the Act can not be 
supplied on small packets. The industry also points out that 
the quality of the product may not comform to specifications 
due to variation in quality of flour, yeast, etc. It will 
add to the cost of printing the information on packages. 
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Although the declaration of information under the 
rules is difficult and expensive. However it is in the 
interest of consumer to know the date of manufacturing, 
ingredients used, weight, retail price, taxes etc. It also 
serves as an aid to control the quality of food products. 
However, the government may think to subsidize the industry 
for the extra cost of printing the specific information on 
the packages. The cost of production should not be allowed 
to rise as a result of cost of Statutory declaration. 
The industry has also resisted the plan of the 
government to restrict from the use of colours because 
appearance of product is an integral part of marketing plan. 
It may led to the crippling blow to the industry if food 
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colours are banned or restricted. it is, however, 
desirable to list the hazardous food colours which the 
industry should avoid using. 
3.3 PRICIHG 
In the earlier part of this chapter a detailed 
discussion concerning various problems of raw-materials 
which affect the quality of product has been made. In this 
part of the chapter it is proposed to study the prevailing 
system ot price setting for branded and unbranded bread and 
biscuit products of the industry. In addition various 
constraints that have a stiffling effect on pricing of 
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bakery products have also been taken up for analytical study 
next. A major consideration in pricing is the existing tax 
structure applicable to bakery products. The next two parts 
of this section on pricing are devoted to a discussion of 
the tax elements and the various components of taxes. The 
discussion has been rounded up in the last section which is 
on administered pricing. 
3.3.1 Price Setting 
Bread and biscuits are the two main product lines 
manufactured under organised and unorganised sectors of the 
industry. Organised sector bakeries market them under some 
specific brand name, whereas some of the bakeries under 
unorganised sector sell unbranded and poorly packed 
products. 
The price setting of these products is not an easy 
task. Price and demand for these products are both 
influenced by a number of factors such as cost, quality of 
the product, competition as well as income and location of 
the consumers. A delicate adjustment between them has to be 
maintained by the bakers in setting the prices of these 
convenience food items. 
Bread is a perishable product which has to be sold 
within 24 hours. Its market is mostly urban based which is 
fi 1 
highly competitive. By and large,the price of bread is 
determined on the basis of cost. In order to avoid over- and 
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under- pricing, manufacturers marketing branded breads 
normally follow a price to be charged from the consumers as 
set either by the market or by price leaders who are 
expected to hold price line by fixing the maximum retail 
pp 
price. However, the retail price paid by the consumers 
varies from area to area but does not exceed the upper limit 
as stipulated by the manufacturers as may be seen from table 
3.2. 
Table 3.2 
RETAIL PRICES OF BRAHDED/UHBRAHDBD PRODUCTS OF BAKERY INDUSTRY- BREAD 
S.No. Name of 
Enterprise 
Brand Package Max. Retail Price 
Name Net Wt. (Inclusive of 
all Taxes) Rs. 
Bread- Branded 
1. Modern Food 
Industries (I) 
Ltd. 
2. Britaannia 
Industries 
3. Malrose, 
Aligarh 
A.F. Products, 
Aligarh 
Modern 400 Gms. 
8 0 0 " 
Britannia 400 Gms. 
Malrose 400 " 
(Oven fresh 
sliced bread) 
Melody 400 
4.00 
7.50 
4.00 
4.00 
3.50 
Bread- Unbranded 
Manufactured by 
various local Tiny Units 
at Aligarh 
Unbranded Ex-factory 18.00 Per Doz 
to Dealers 20.00 " " 
to Consumers 24.00 " " 
Source ; Market survey conducted by the Research Scholar in 
Aligarh City (1992) 
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It is noted from the Table that maximum retail 
price of Rs. 4 as fixed by MFIL for its bread loaf (sliced 
white bread) of 400 gms weight is followed by other bakeries 
operation in the area. Modern and local branded breads e.g. 
Melody, Merry, etc. are being sold at a price between Rs. 
o<> 
3.50 to Rs 4 in various localities of Aligarh city."'' In 
other words the retail price of these branded breads vary 
between ex-factory and market retail price. Again in case of 
bread, price setting below the competitive level has also 
been practized by Public Sector Bakery units at Bombay in 
1982 where the price of a bread loaf of 400 gms was set 5 
paise less than the market price.®^ This practice has 
however, been given up as it was non-ethical and unfair in 
the face of healthy competition. Bread prices are also 
regulatd in the Union Territory of Delhi by the Delhi 
Administration. 
In case of biscuits, manufacturers of branded 
products have adopted different strategies in price setting 
depending on whether the brand is of national repute. For 
brands of national repute different prices are set for 
different States or groups of states after considering the 
regional tax elements including freight cost. Apart from 
this single or uniform delivery price is fixed regardless of 
location by some of the mechanical bakeries operating in 
various regions. 
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Thus customers within a zone or region pay the 
same price. Consumers are also further protected from 
overpayment to the dealers. The prices set for biscuit for 
organised sector bakeries has been shown in the Table 3.3 
Table No. 3.3 
RETAIL PRICES OF BRAHDED/UHBRANDED PRODUCTS OF BAKERY 
INDUSTRY- BISCUITS & COOKIES ETC. 
S.No. Name of 
Enterprise 
Brand Package Max. Retail Price 
Name Net Wt. (Inclusive of 
all Taxes) Rs. 
Biscuits- Branded 
1. Britannia 
Industries (Ltd.) Pure Magee 
(Vanilla Cream) 
Pure Hagee -
Circus 75 Gms. 
Nice 100 " 
Any Time 
(Elaichi 
Flavoured) 
Glucose-D 300 
6.60 
6.70 
2.25 
4.75 
4.00 
Delhi,Chandi-
garh, U.P. 9.00 
Punjab, Rajasthan, 
H.P., Haryana & 
J & K 9.00 
Britannia 
Cake 200 Delhi 12.50 
U.P./West Bengal 
(Except Calcutta 
city) 13.25 
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Calcutta/Other 
States & Union 
Territories 14.00 
Sawaran Product 
Ltd., Delhi 
Parle Biscuits, 
Bombay 
Rinkle-
Swagat 
Cake 
Fruits 
180 " 
Manaco (The 
perfect 
salted 
biscuit) 75 
12.00 
Bombay 5.15 
Maharashtra 5.20 
(except 
Bombay) 
Goa 
West Bengal 5.30 
All other states & 
Union Territories 5.25 
KrackJacks, 
(Sweet ^N' Salty 
Temtation) 75 Bombay 4.90 
Maharashtra 4.95 
(except 
Bombay) 
Goa 4.95 
Wtest Bengal 5.05 
All other states & 
Union Territories 5.00 
Bakeman's Home 
Product (Ltd.), 
Patiala 
Cream 
Crunch 
(Elaichi 
Cream 
Biscuits) 
100 5.50 
5 
6 
Shiraj Food Pvt. 
Ltd., Moradabad 
Bakewell Milk 
Product 
Pvt. Ltd., 
Saharanpur 
Shiraj 
Milk Bite 100 
Baker 
(Pineapple 
cream Biscuits) 
100 
3.50 
5.50 
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7. Indana Food Ltd. Dutch 100 " 5.50 
(Works) Maid 
Muradabad (U.P.) (All Elaichi 
Thick Cream) 
8. Asoka Biscuit Works Craspo 75 " 5.00 
Hyderabad Crack 
Coconut 100 " 5.50 
Cookies 
9. D.C.B. Food Product Delicious 
Panipat Vikram 250 " 10.00 
Embassy 300 " 12.00 
Coconut Cookies 300 " 11.00 
10. Swastic Biscuits Sweet Home 250 " 10.00 
(P) Ltd. Salty 
Barabanki 
Bread- Unbranded 
Manufactured by 
various local Tiny Units 
at Aligarh 
Source : Market survey conducted by the Research Scholar in 
Aligarh City (1992) 
From the Table it may be seen that the retail 
price of biscuit 'pure Magee' (Vanilla Cream) of Britannia 
Industries (I) Ltd. will not exceed the maximum retail price 
of Rs. 6.60 paise. Similarly the maximum retail price of 
Britannia's cake has been fixed for Delhi as Rs. 12.50 , for 
U.P./West Bengal (Except Calcutta City) as Rs. 13.25 and for 
Calcutta/other States and Union Territory as Rs.14.00. 
Likewise various other organised sector bakeries viz.. 
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Bakeman's, Bakewell, Shiraj Food, Indana Food, Ashoka 
Biscuit works have also fixed the maximum price beyond which 
their brands cannot be resold to the consumers. 
However the approach towards price setting of 
unbranded bakery product under small scale sector is quite 
different. it is not as appropriate as that of branded 
products in organised sectors. One of the main drawback in 
this behalf is that the markets for these products are 
normally local cities and peripheral towns and villages etc. 
Further both dealers as well as retailers may be the last 
link in the channel. 
Prices set for unbranded products e.g. bread and 
biscuits is obviously cost based which also includes certain 
percentage of profit, but no upper limit for retail price 
payable by the consumers is fixed. Thus consumer's purchase 
price for these unbranded products goes on rising which is 
directly linked to the margin being charged by the number of 
intermediaries. High or low rate of dealers/retailers 
margin is based on the term of sales (cost/credit), pace of 
turnover and product handling charges as well as the 
RR dealers/retailers location in cities and towns etc. 
The analysis of the existing system of Price 
Setting in two Sectors of the industry highlights the fact 
that organised Sector bakeries are following the course of 
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playing safe and conform to the policy of their competition 
so that they as well as consumers at large may avoid the 
hazards of price rivalries. However, system of Price Setting 
in unorganised Sector bakeries ignores the extent to which 
a reasonable amount of price of the product ought to pay by 
the consumers. 
However, the prices of bakery products and the 
economic viability of the bakery units have become 
incompatible as the industry is caught in the vortex of 
spiralling cost and high tax burden. In addition sticky and 
administrative prices of bread in Delhi is another 
compulsion detrimental to profitability. Consequently the 
prices of bakery products are neither remunerative to the 
bakers not easily affordable by the consumers. 
3.3.2 InflationO'ry Inpact on Raw naterials 
In the first instance the impact of cost push 
inflation have been highlighted in Table 3.4. It is obvious 
from Table that average price of almost all the materials 
that go into manufacture have registered a steep increase 
during 1986 to 1991 respectively. The price differential 
ranged from 2.6% to 34% in 1990-92 over 1969-90. The All 
India Bread Manufacturing Association have also recorded the 
all-round increase in their cost components including wages 
R7 and transportation. 
Table 3 .4 
CDHPMATIVE PURCHASE PfilKS OF RAM MATERIALS USED IN BISCUITS INDUSTRY DURIN6 i m -
87, 1988-89, 1989-90 MD 1990-91 (MNBAY/CALCUTTA) 
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S.No. Ite»5 Uriits Avo. 
1986-87 
Botbay/ 
Calcutta 
Avo, 
1988-89 
Boibav/ 
Calcutta 
19fl9-90 
Boibay/ 
Calcutta 
§ 19?0-91 
Boibay/ 
Calcutta 
Price 
Differetial 
over 1989-90 
Increase (t) 
Decrease (-) 
(Percentage) 
1. Flour Kg. 2.78 3,92 3.47 3.82 • 10.1 
2. HVO Kg. 21.36 23,68 25.72 34.47 • 34.0 
3, RCO Kg, 36.46 41.61 33,52 37.57 + 12.1 
4. SHP Kg. 22,82 34,78 37.36 34.39 - 7 .9 
5. Sugar Kg. 5.70 6,87 8.56 9.17 • 7 .1 
6. Liquid Glucose Kg. 8.03 8.95 10,20 10.47 • 2 .6 
7, ID poster 
Paper 
Kg. 16.83 18.18 21.16 26.86 + 26.9 
8, Sulphite 
tJaxed printed 
Kg. KA KA - NA -
9. S.P.Paper Kg, 24,90 27.31 38.72 42.82 * 10.6 
10. Salssjne Kg. 29,24 34.03 42.25 43.97 • 4 .1 
11. Brey Board Kg. 6.59 6.99 8.19 9.00 - 9 .9 
12, Tin Plate Ton 17,32 
Each 
22.41 25,23 
Each 
29,53 • 17.2 
13. Black Plate Ton. 14.23 
Each 
18.51 20.15 
Each 
24.83 t 23.2 
14. L.D.C. L i t . 3.20 3,50 3.50 3.98 t 13.7 
15. H.S.D. L i t . 3,65 3,75 3.75 4.88 t 30.1 
16. L ,P,8 . 
(14,2 Kg Nett) 
Cy!, 8.86 5.91 5.91 6.50 • 10.2 
17, Petrol L i t , 7.99 7.17 9.30 11.60 + 24.7 
18, Furnace Cell L i t . 3,00 3.04 3.04 3,80 + 25.0 
Source J ( i ! 37th Report, Federation Biscuit Hanufacturers of India. Ne» Delhi , 
1986, P.25. 
in) 40th Report i State»ent of Accounts. Federation Biscuit Hanufacturers 
of India, Hew Delhi . 198V-V0. P.26. 
( i l l ) 4ist Report it Stateaent of Accounts. Federation Biscuit Hanufacturers 
of India. New Delhi. 1990-91^ P,25. 
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In order to keep prices within control 
associations of both bread and biscuit aianufacturers have 
been urging the Government to take measures over the 
unprecedented increase in the cost of inputs but no concrete 
steps is reported to have been taken. In the larger 
intrest, of consumers and producers it is highly desirable 
that all the necessary inputs needed by the industry be 
provided at a subsidised rate under Essential Connodities 
Act as these inputs are meant for ultimate consumption in 
the processed forms. These measures would lessen the burden 
of cost push inflation on the cost structure of the bakery 
products and would go a long way in managing the economic 
viability of the units of the industry. In this context as 
an association spokesman puts it "Human Psychology leads a 
man into trying something new, but quality and cost is the 
RR 
decision factor if he is to stay with it' is a statement 
which merits consideration. 
3.3.3 Inpact of Taxation on Pricing 
Besides increase in prices of raw materials the 
industry is further burdened with excessive central state and 
local taxes in various forms which culminate into substantial 
tax elements in the computation of prices of finished 
products. In case of biscuits, for example, the total tax 
element ws 8% in 1986 which has since kept rising till it 
reached to more than 40% in 1988. However, according to 
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current estimates it is about 34% since 1990 as shown in 
Table 3.5 
Table 3.5 
IHCIDEHCE OF TOTAL TAXES OH BAKERY PRODUCTS 
(Central, State and Local) 
Year Total Tax Elements 
(i) 1986 8% 
(ii) 1978 35% 
(iii) 1987- 1988 40% 
(iv) 1990 34% 
Sources : (i) Proceedings of the Biscuit Workshop, 1978, 
p.7, sponsored by Federation of Biscuit 
Manufacturers of India and Wheat Associates, 
New Delhi. 
(ii) Proceedings of 33rd Annual General Meeting, 
Federation of Biscuit Manufacturers of India 
and Wheat Associates, New Delhi, 1982, p.10. 
(iii) Proceedings of 37th Annual General Meeting, -
Biscuit Industry in India- Policy and 
Prospects, FBMI, May 1987. 
(iv) (a) 4Qth Report and Statement of AocQunts, FBMI, 
New Delhi, 1989-90, p.10. 
(iv) (b) 41st Report and Statement of Agcounts, FBMI, 
New Delhi, 1990-91, p.10. 
Components of Taxes : Both inputs and output of the industry 
are heavily taxed which has become a matter of great concern 
to the bakers. Various components of taxes which enter into 
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total tax structure are described in the following 
69 paragraphs. 
Excise Duty and Turnover Tax : The industry has to pay 
excise duty and turnover tax which vary with product. 
According to current estimates it is about 10,5% on 
70 
biscuits. This is imposed by the Central government right 
across the country. 
Local Taxes Local taxes are levied by the state 
governments in the form of sales tax and additional sales 
tax. Bakery products and their raw materials are not only 
subject to sales tax but the rate of sales tax varies from 
State to State. Table 3.6 illustrates the sales tax imposed 
at different rates on biscuits, cakes, pastries, etc. at 
different rates. 
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Table 3.6 
VARIATIOHS IN RATE OF SALES TAX FROM STATE TO STATE OH 
BAKERY PRODUCTS (FIHISHED) 
Name of State Rate of sales Tax Type of States Tax 
Punjab 
Jammu & Kashmir 
Orissa 
no sales tax 
Maharashtra 
Rajasthan 
Biscuits 
Cakes 
Pastries 
Biscuits 
Cakes 
West Bengal & 
Kerala 
Tamil Nadu 
Bihar & 
Madhya Pradesh 
3% 
ex 
6% 
10% 
9X 
8% 
General ST 
Special ST 
Purchase ST 
ST 
Special ST 
- ST 
- ST 
Note : In some states biscuits produced without power are 
exempted from Sales Tax (i.e No ST) 
Source : A Ten Year Perspective Plan for Bakery Industry in 
India- 1981-90. The Institute of economic and 
Market Research, Hew Delhi, p.84. (Figures have 
been computed by the Research Scholar) 
From the Table it is revealed that sales tax at 3% 
is imposed on biscuit in Maharashtra as against 10% in 
Rajasthan. However, the General sales tax constitute around 
71 
W % of consumer price as per the national average. 
The variation in the rate of sales tax on various 
important ingredients required for the manufacture of 
bakery products is highlighted in Table 3.7. 
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Table No. 3.7 
VARIATIONS IH RATE OF SALES TAX OH RA¥ MATERIALS 
BAKERY INDUSTRY 
USED IN 
4^c-^ )^e' o-f Steele 
f Iccir 
Fire 
v*XJd 
Packing 
paper 
Milk powder 
& milk prcxiuct 
(^tes-arii 
Gujarat 
J K 
Maf-iarrfshtra 
UJe&t Berigal 
A-(dhra Pradesh 
to Sales 
Ta>! (ST) 
GL J^arat)^JD A.P.) Gujarat )IsJd 
J ft K )ST 5'/. J & K ) 
Orissa ) U.P.) M.P. )ST 
Maharashtra) 
M.P. ) Rajasthan 77. 
A.P. )27. Bihar 
Or i ssa ) Mahtarashtra) 
West Berigal )Sr/. 
Ta(Tiil l'^ladu) 
A.P. ) 
Kamataf-a )4"/. 
Tami1 Nadu ) 
l-!arvari« 
f-ltf"iiab 
rlatf(^  d 
M.P. 
l-errtla 
4% 
Gujarat) 
10"/. 
Orissa) 
(irisiscn ) 
T<anal r-Jadu ) 
Q-u ar at 
2"/, Bit-ar 
M.P. 
^1ahara5htra 
Rajasttiari 
DrisE^ 
U.P. 
Raj astJiari 
U.P. 
West Bengal 
Haryaria 
Assan-i 
Kerala 
)57. 
)67. 
)67. 
)7y. 
)97. 
Source : A Ten Year Perspective Plan for Bakfirv Industry in 
India- ibid. pp.64-65. (Figures have been computed 
by the Research Scholar) 
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A.P. and U.P. are the only states which imposed 
the Sales tax of 5% only on packaging paper. All the other 
materals are exempt from Sales Tax in Assam, Gujarat, J & K, 
Maharashtra and West Bengal. As against this, in Haryana, 
Punjab, Karnataka, Madhya Pradesh and Kerala, there is no 
exception is Sales Tax for any inputs. For instance on wheat 
flour the industry pays Sales Tax at 4%. In Bihar, the fire-
wood is subjected to Sales Tax at . In Gujarat and Orissa 
the Packaging paper is taxed at 10%. There is no uniform 
sales tax on the milk products. Kerala imposes Sales Tax on 
milk powder and milk products at . In Rajasthan the Sales 
Tax on milk powder and products is imposed at 3%. 
Taxes on Packaging Materials : Taxes on packaging materials 
for bakery products is also subject to excise duty which 
vary from materials to materials depending upon whether it 
72 is imported or produced domestically. 
Taxes on Raw-materials : Taxes on raw materials include 
excise duty, purchase tax, import duty, octroi etc. These 
are levied at different rates depending on the nature and 
quality of raw materials. Moreover, there are a number of 
agencies engaged in the collection of these taxes.^^ 
Consigment Tax: It is worth noting that the Government 
introduced a bill in the 1989 Monsoon Session of Parliament 
to impose consignment tax at 4%. The industry protested 
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against the imposition of tax. It expressed its fears of 
high cost of bakery products for the consuners. It was also 
felt that a number of new factories would not be able to 
afford the tax. The consignment tax ws intended to make the 
products of small units less competitive in other states. 
The consignment tax may lead the industry to operate only in 
larger States in order to avoid the incidence of consignment 
tax. The small industries are largely the biscuit 
manufacturers. Their markets are small and fragmented. The 
consignment tax would deal a crippling blow to them. The 
Government conceded to the demand of the industry and did 
not present the bill in the Parliament. 
The effect of all these taxes altogether makes an 
appreciable impact on the prices of the product as estimated 
by FBMI. The incidence of tax on consumer averaged about 
34.76% on the price of biscuits, it is exhibited in table 
3.8. 
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Table Ho. 3.8 
IHCIDEHCE OF TAX ELEMENT OH COHSUMER PRICE 
%age on consumer price 
(a) Raw Material Excise Duty 
Taxes 
4 .67 
(b) Packaging Excise Duty Taxes 3 .30 
<c) Utilities Excise Duty Taxes 0 .31 
(d) Finished biscuits Excise Duty 
Spl.Excise Duty 9 .99 
Sales Tax 
Addl. Sales Tax 6 .46 
(e) Local Taxes, 
National average 10 .00 
Total 34 .73 
Source : 37th Report. Federation of Biscuit Manufacturers. 
New Delhi, 1986, P.21. 
This clearly shows that the bakery industry stands 
in a precarious position because various types of taxes are 
levelled recurrently at every point right from the time the 
material is purchased till the time the finished products 
are sold. 
Though the taxes are responsible for high prices 
of the processed food but the Government is averse to the 
loss of revenue through tax reduction or abolition. In this 
fontext the incidence of tax has also ben examined by FBHI 
on the basis of volume of sales, price elasticity and 
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revenue from the taxes to the States. The study in respect 
of tax revenue vs.the tax reduction revealed that reduction 
in the tax rate would obviously result in the loss of 
revenue to the State. But on the contrary, the State would 
stand to gain with the expansion in the volume of sales, if 
the prices are reduced to the full amount of tax reduction. 
The lower the prices, the greater will be the demand of the 
processed food. The observation is based on the survey of 
income effect in large cities. It was discovered that 
increase in income by Rs. 10 p.m. led to to greater demand 
by 15 grams of sweet biscuit per month. Similarly there was 
increase in the demand of Instant Coffee of 50 grams after 
reduction inthe price by 15%. Though it is difficult to 
provide an analysis of the absolute impact but it may be 
visualised that a minimum reduction in the tax element is 
likely to boost the sales volume of bakery products which 
are essential for common men than any other processed 
food . 
On these grounds the FBMI has been urging the 
Government for eliminating the Excise Duty of 10.5% against 
the total element of taxes of 34% levied on inputs as well 
as on biscuits. According to Federation's estimates the 
reduction of 10.5 per cent in excise duty, will lead to 34 
per cent increase in production within a period of two years 
which, in turn, would make the excise abolition revenue 
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neutral as the aggregate revenue from raw materials, sales 
tax, octroi etc, would cunulatatively increase following an 
increase in the production of biscuits. Alterntively, the 
federation put forward a view to slash the excise Duty by 50 
per cent. In that case only 20% increase in production would 
75 neutralise the excise relief revenue. 
The Government favourably considered the plight of 
the industry and introduced in 1986-87 budget the benefit of 
the scheme of MODVAT. The liberal policy towards the biscuit 
industry under 'Modvat Scheme' yielded benefit of less than 
2 per cent.^® 
The bread industry is placed on a different 
footings by the Government in respect of taxation. The 
excise duties are not imposed on bread. However, the Sales 
and turnover tax and additional Sales taxes are imposed. A 
summary of these taxes on bread is given in Table 3.9. 
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Table No. 3.9 
SALES TAX RATES ON BREAD IN DIFFERENT STATES 
S.No. Name of State Rate of Sales Tax 
1. Himachal Pradesh 8% + 2% Surcharge 
2. Andhra Pradesh 5% + 10% + 10% Surcharge 
3. Punjab 7% + 2% Surcharge 
4. Haryana 8% + 2% Surcharge 
5. Bihar 4% + 10% Surcharge 
+1% TOT 
6. Uttar Pradesh 5% + 10% Surcharge 
7. Tamil Nadu 10% + 10% Surcharge 
+1% TOT 
8. Rajasthan 2% + 10% Surcharge 
+1% TOT 
9. Madhya Pradesh ) 
10. Karnataka ) 
11. Gujarat ) 
12. Maharashtra ) 
13. Orissa ) No Sales tax on Bread 
14. Assam ) 
15. West Bengal ) 
16. J & K ) 
17. Sikkim ) 
18. All Union Territories ) 
Source : (i) Report of the Committftft & State of AcCQUntS 
tsir the year 1885 and 1886 and 1888-80. All 
India Bread Manufacturers Association, New 
Delhi, pp.4-5 respectively. 
In Tamil Nadu the bread is subject to 10% of Sales 
tax in addition to 10% surcharge and 10% of TOT. It is not 
comparable with Rajasthan which charges 2X of Sales Tax and 
10% of surcharge. Likewise in Himachal Pradesh the bakery 
industry has to pay Sales Tax at 8% and surcharge at 2%. In 
Punjab the Sales tax at 7% and Surcharge at 2% is imposed on 
breads. There are a number of States where the bread is 
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totally exempt from sales tax. For instance, there is no 
sales tax on bread in Madhya Pradesh, Karnataka, Gujarat, 
Maharashtra, Orissa, Assam, West bengal, J & K, Sikkim and 
Union Territories. 
AIBMA has also pleaded with the government that a 
loaf of bread of 400 gms. carries a sales tax element around 
10 paise which is substantial for the consumers. Whereas the 
revenue accrued to the State governments is negligble vis-a-
vis the total revenue of the States.'''' Withdrawal of the 
sales tax will go a long way in lowering the price of breads 
for consumers. The breads bears a special characteristic of 
being a common man's food inspite of high cost. The 
consumption of bread at lower income level is price elastic 
and the sales tax which adds to price is naturally a 
78 
disincentive. However, States have not provided any relief 
in this respect to the industry. 
As such both biscuit and bread manufacturers have 
to face difficulties in respect of sales Tax. The Sales tax 
is imposed at multiple points and the dealers find it 
difficult to maintain proper books of accounts for 
assessment of Sales Tax by authorities. For the 
manufacturers, it is cumbersome to compute te exact price of 
their product for their consumers as per the consumer 
protection rules in the absence of uniform Sales Tax rates. 
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Over and above, the rate of local Sales Tax varies 
froD one State to another and Central Sales Tax also varies 
depending on whether the consumer lives in the State where 
the factory is situated, the market price on consumer 
Package are really meaningless as the consumer cannot be 
expected to know the level of local taxes on several 
commodities that he purchases. Consumer Protection is thus 
vitiated by the existence of Central and State Sales 
Taxes 
3.3.5 Administered Prices of Bread 
Another problem faced by bread manufacturing units 
is that the bread prices are subject to Government control 
in the Union Territory of Delhi. There is a growing demand 
for the upward revision of prices in Delhi as most of the 
on inputs are outside the government control since 1988. " 
The Union Minister of Food and Civil Supplies and 
the high officials of the Ministry have been sounded by the 
AIBMA in regard to fast erosion of econmic viability due to 
high cost and low prices of the bread. The association 
emphasized that more units will be sick and likely to close 
down if Delhi administration does not allow increase in the 
current price. The increase is warranted to neutralise in 
the cost of maida and other inputs such as power, fuel, 
packaging etc. Further the price revision is linked to 
consumer price index. 
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The industry further pleaded that bread is under 
Priced and upward revision will improve the supply in the 
long run. The units likely to fall sick in the absence of 
the price revision would only add to deterioration in the 
supply of bread in Delhi city. Alternatively it was 
suggested by the industry to decontrol the price of bread. 
According to te industry the price would be determined by 
market forces at a level reasonable to both consuners and 
manufacturers. But the Delhi Administration did not agree to 
decontrol the prices.®^ 
The All India Bread Manufacturers Association 
vigorously followed up its demand. It is further pointed out 
that since 1985 there has not been any expansion in the 
capacity of small units despite increase in the size of the 
city. It speaks volumes for the realistic pricing policy of 
Delhi Administration. The Modern Food Industries (India) 
Ltd. and Britannia Industries Ltd. also suggested for the 
increase in the prices of the bread. 
In 1988 the Government appreciated the problem of 
bread industry and pressed upon Delhi Administraion to raise 
the price of bread from Rs. 1.55 to Rs. 1.80 paise for 400 
gms. of loaf and from Rs 3. to Rs. 3.50 for 800 gns of 
8? 
loaf. The Price of bread have further been increased in 
September 1990 to Rs. 1.90 from Rs. 1.80 and again w.e.f. 
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8.2.91 to Rs. 2.10 together with the wheat allocation to the 
QO bread industry in Delhi which was made in January 1990. 
Based on the analysis done in this section, it can 
be said that wit;h the high incidence of taxes, the 
difficulty in comprehending the complexity of the taxation 
system, the variety of taxes imposed, and the variation in 
the different taxes levied by different State Governments 
make it quite difficult for the bakery manufacturers to 
maintain a low price for these mass-consumed items. 
Moreover, administered prices as seen in the special case of 
the Union territories of Delhi create a dilemma for the 
manufacturers as they cannot offer a reasonably priced, good 
quality product for the consumers. 
3.4 DISTRIBUTIOH 
After having discussed the pricing aspect of 
marketing mix of bakery products, the next issue concerning 
distribution system and their related problems with 
particular reference to bread and biscuit trade of organised 
and unorganised sectors of the industry is being analysed in 
this part of the Chapter. However inquiry into the matter is 
completely based on information collected through 
investigations from Journals etc. 
Consumption is the ultimate purpose of production. 
Channels of distribution provides the medium through which 
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products move fron the producers to the ultinate consuners. 
Although a host of intermediary institutions such as 
distributors, wholesalers, independent retailers and 
company's own retail outlets are available to large, medium 
and small scale bakeries in bridging the gap between the 
manufacturers and consumers of their products, the selection 
of channels is based upon the nature of product, 
geographical location of potential customers, their purchase 
frequency and average quantity bought, unit value of the 
product, order to sell and financial strength of the 
enterprise. 
The main products that are marketed by organised 
and unorganised sector bakeries comrpise bread, buns, cakes, 
biscuit, papes, rusks etc. Apart from being perishable in 
nature, these products are consumed frequently and carry a 
low unit value. 
3.4.1 Distribution System adopted in organised sector 
bakeries 
Bread and biscuits are the two major products 
lines of organised sector bakeries. Their distribution 
practices and the associated problems are discussed in the 
following paragraphs. 
Practices and Problems of Bread distribution Channel : 
Bread and buns as mentioned above, are perishable in nature. 
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These are generally distributed through shorter channel i.e. 
direct to the retailers to the ultimate consumers at 
company's own retail outlets. Sales are also affected at 
factory gates to salesmen. If these convenience food items 
are sold in large quantities for sponsored programmes, super 
bazars, hotels, military canteens, hospitals, etc. channels 
having one or few dealers are considered economically 
feasible. 
A case of MFIL in the context of selection of 
channels for its bread is worth mentioning. MFIL is one of 
the leading enterprise dealing in bakery trade under public 
sector. It had initially choosen retailers for the 
distribution of bread for its Ahmedabad unit in 1967. The 
decision was taken after evaluating the market 
characteristics of the city, and the potential demand and 
existing system of distribution of organised and unorganised 
sector bakeries. The survey conducted to study market 
charactertics of Ahmedabad city included the study of such 
factors as distribution of population in the city and 
suburbs, religion, occupation, income, and social class. 
Major trading areas, shopping centres and few stores in 
residential localities to locate the retail outlets of all 
types and warehouses and leading stockists which provide 
household needs of the customers were identified. The 
management of the company also made estimates of the 
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potential demand existed for the entire city population. The 
distribution system of existing bakeries operating in 
Ahmedabad city was also Studiefil thoroughly. The inforuation 
collected in this context revealed that almost all the 
existing bakeries, with the exception of few, sold only 
through the retail stores. About Five large bakeries, in 
addition to counter sales at the store, employed a few 
delivery boys who did house-to-house delivery, but only in 
selected areas. A few bakeries and peddlers, who either did 
door-to-door delivery or stationed themselves, particularly 
in the evening, at busy street corners or in smaller 
shopping areas in different parts of the city on a regular 
basis. These itinerant hawkers usually used a cycle (with a 
box at the back) or a cart (hand driven) for the purpose and 
worked either on commission basis or bought the goods at a 
wholesale price, added their margin and sold to the ultimate 
consumer. Only one bakery in Ahmadabad, which had the 
largest operation in the city had, in addition to its main 
store in the Teen Dharwaja area, two other retail outlets 
for its products. This was the only bakery using wax paper 
for wrapping, but that too on a resticted scale, for only 
two sizes of variety. It reveals that bread was distributed 
in Ahmedabad through restricted outlets or through vendors. 
No bakery had attempted to achieve an intensive distribution 
of the product either by using various types of retailers 
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available in the market or by developing its own iiass 
distribution organisation. As all these bakeries did their 
own distribution, there were other distributors or 
wholesalers in the trade. 
While considering the various distribution plans, 
the management of the Company was of the view that any plan 
of distribution to be decided upon should satisfy certain 
basic objectives. The major objectives of the channels as 
laid down are: 
1. being a convenience, good bread should reach the final 
consumer with least possible efforts on his/her parts; 
2. the time lag between production and consumer purchase 
should be as little as possible to ensure the freshness 
of the product; 
3. there should be as little handling as possible; 
4. distribution should be achieved at an economical cost 
to ensure a competitive position for the company; and 
5. the distribution system should effectively meet the 
long term objectives of the company. 
After setting the channels objectives, the 
following four alternative plans for distribution were 
considered: 
1. Sole distributor selling to retailers; 
2. direct distribution to the consumers; 
3. direct distribution to the retailers; and 
4. appointment of wholesalers to distribute retailers 
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1. Solft Distributor srII ing tn rRt.wilers: Under this plan 
the management was not sure to get a such distributors who 
may be prepared to work on the terns acceptable to MB and 
achieve the expected intensive distribution to nake the 
bread popular among the masses. This arrangement was, 
therefore, not found practicable as it put out the 
distributors in a strong position to dictate terms to the 
manufacturers. 
2. Direct Distribution to the Consumers: The plan to sell 
bread direct to the consumer was also not found gainful as 
it required a huge amount for establishment of a number of 
depot in various localities. Besides, with this arrangement 
the basic objective i.e. efficient distribution at a 
reasonable cost was also not being fulfilled. 
3. Direct Distribution to the Retailers : The feasibility 
of the third plan i.e. direct distribution of bread to the 
retailers was also viewed from many angles. The management 
was of the opinion that distribution direct to the retailers 
would not only bring the company nearer to the consumers but 
would also provide a means to exercise a better control on 
retail distribution system. The company in this system can 
easily distribute enough quantity of breads to the retailers 
through its own fast movng vehicles in two shifts to cover 
the entire market of Ahmedabad city. The drivers of the 
vehicles can also function as salesman on commission. 
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4. Appointipent of Wholesalers to distribute retailers: The 
company could engage wholesalers to distribute breads to the 
retailers in their respective areas of operations. Under 
this arrangement wholesalers had to maintain certain 
physical distribution facilities in the form of various 
modes of transports. The management of the company wondered 
whether the wholesalers in the initial stages would be able 
to break even by achieveing sufficient volume. In case they 
find it unprofitable and decide to give up this arrangement 
with MB, the company would be in a mess. Besides, 
wholesalers might not be able to develop the type of mass 
distribution retail organisation expected by MB. 
However, the management after viewing the four 
alternative plans decided to choose retailers as under 
whatever distribution arrangement it made (except the one 
where direct distribution to the consumer was envisaged and 
hence no retailers were required) its purpose was not being 
served. The decision was based on the fact that retailers 
were the last link in the distribution chain and on their 
right selection would depend the reputation and image of the 
company and its subsequent success. Finally the decision 
were also taken in respect of type of retail outlets to be 
used, their number in different localites and facilities to 
be offered to them. 
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However this situation has undergone a vast change 
due to Socio-economic factors. Physical distribution of 
bread is not merely undertaken by one single agency but a 
combinaton of all possible channels are considered to meet 
the demand. However, retailer as the last link in the 
channel is still preferred. 
Physical Distibution : The physical distribution of bread 
under organised sector is generally done through various 
modes of transport which include trucks, vans, auto-
rickshaws with attached carriers. Distribution is also 
effected at factory gate to retailers or salesman who 
undertake door to door seling. Sometime drivers of the 
vehicles are also motivated to act as commission agents. 
Market coverage : The coverage of target market depends on 
the selection of the number of middlemen. Market coverage 
strategy involves intensive, selective and franchising 
system of distribution. 
Under intensive distribution these large scale 
bakeries try to sell their breads through as many outlets as 
possible to create brand loyalty. Selective distribution is 
also undertaken in case of feeding and sponsored programmes 
where special nutritive breads are required to be supplied. 
This is done either by the company itself or through 
existing dealers. Selective distribution involves the use of 
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Bore than one but less than all the intermediaries who are 
willing to sell a particular product. Selective distribution 
lends itself especially well to consumer shopping and 
especially products for which consumers have a brand 
loyalty. 
Franchising system is also a part of distribution 
system in bakery trade. Here a dealer is appointed to sell 
in a geographical region. The basic and main aspect of 
franchising is a contract between a parent organisation and 
a set of independent dealers specifying clearly how the two 
will do business with each other. For instance, because of 
restriction on capacity expansion in large scale bakeries, 
the MFIL have been providing technical consultancy to 
entrepreneurs for setting up bakeries on franchising basis 
in various parts of the country and thus granting 
territorial franchise to independent dealers who sell to 
distributors, retailers and institutional outlets in their 
regional areas. Franchising units pay royalty to MFIL on the 
basis of sales of bread loaves. MFIL uptil now have entered 
into contract with about 55 entrepreneurs on franchised 
basis. Similar steps are also reported to have been taken by 
Britannia.®^ 
Problems : Bread distribution of large scale bakeries as 
described above is, no doubt, scientifically managed, yet 
these bakeries have to face a number of difficulties because 
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keeping the cost of selling and distribution to the minimum 
is a great problem. These problems, in the area of 
distribution of bread, are concerned with shortage and 
exorbitant rates of fuel, high transportation cost, dealers 
incentives and competition with local bakers. 
Transport bottlenecks : Large scale bakeries are unable to 
cover a large proportion of the population due to transport 
bottlenecks. As a result bread consumption is limited to the 
peripheral areas of the city where the factory is located. 
In case of outstation delivery, trucks are not easily 
available even on payment of exorbitant freight. In this way 
the very objectve of intensive distribution for mass 
RR consumption is not fully achieved." 
High cost of Transportation : In marketing bread 
manufacturers face another problem in respect of high cost 
of transportation. This is due to the fact that in the 
process of distribution freight and local taxes go on 
increasing where distances covered becomes excessively long. 
Sometimes it becomes disproportionate to the cost of bread 
and forms a major part of distribution overhead. The 
transportation cost has been rising continously since 1978. 
It was between 20-30% in 1978 in various states of the 
ft? 
country which has since gone up to an unbearable extent.° 
The same is true of other local taxes. Besides exorbitant 
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rates of fuel are other components of transport cost. This 
state of affairs entirely weaken the conpetitive strength 
and hurt the objective of economical cost of distribution. 
Shortage and erratic supply of fuel : Shortage and erratic 
supply of diesel/oil/petrol sometimes make it difficult for 
bakers to distribute their products at peak times for sale. 
As a result, a substantial stock of bread loaves remains 
unsold and results into losses in the form of market 
returns. This normally disturb the time lag between 
production and fresh supply of bread to the consumers. 
Unfair Trade Practices of dealer/retailers : Profitability 
of the units entirely depends upon the amount of sales. In 
this area too large scale bakeries depend upon 
dealers/retailers to a large extent more particularly if the 
products are to be sold in outstation markets. These dealers 
are known for unfair trade practices as they simultaneously 
sell the products of competitors as well. All this render 
R R the marketing planning more difficult. 
Dealers/retailers incentives: In the course of distribution, 
large scale bakeries have also to face tough competition 
from local medium and small scale bakeries which not only 
adopt malpractices like selling bread of poor quality, 
underweighting, distributing stale bread etc. at a bit lower 
rate but also offer attractive incentives to the dealers and 
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retailers in the form of cash and quantity discounts, 
extension of credit facilities, etc. Such practices are not 
adopted by large scale bakeries. Dealer incentives for 
distribution tasks are centrally administered which cannot 
be changed easily. This ultimately affects the sales of 
bread loaves. 
Practices and Problens in biscuit distribution 
Biscuits and cakes are also non-durable in nature. 
However, as compared to bread, they carry a longer shelf 
life and can be transported to distant areas without an 
appreciable loss of quality and quantity. 
Channel : A lengthy channel is usually considered feasible 
and economical which include distributors, wholesalers and 
retailers. In other words a multiple channel system 
according to suitability is adopted by the organised sector 
bakeries in the process of distribution of biscuit^ and 
cakes. 
Physical distribution : Bakeries like Britannia, Dalmia, 
Parle, Bakewell and others under the organised sector 
generally have strong financial base. They largely maintain 
a set of motor vehicles, warehouses, and their own retail 
outlets through which physical distribution of convenience 
food items is undertaken. Rail/road transport for outstation 
regions is also sometime a means of distribution. 
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Market coverage : In the distribution of biscuits market if 
covered through the intensive, selective and exclusive 
system of distribution. For example the range of biscuits of 
Britannia comprising sweet, semi-sweet, savoury and 
of Parle Krackjack, Parle-G biscuits having the sweet and 
salty temptation and cheeselings etc. are for every home and 
every occasion. The market for these products is intensively 
covered through such channel arrangements which operate to 
distribute products to as many retail shops as possible 
located in different localities. Selectve distribution is 
intended in the case of occasional and special purpose 
biscuits and cakes such as celebration cakes, fruit cakes, 
rice biscuits, easter biscuits. Small vine biscuits, 
threptin biscuits, etc. Price cutting is less likely since 
fewer middlemen are competing for the consumers' money. 
Exclusive distribution is also preferred to cover 
institutional supplies like infant feeding programmes, 
hotels, military and airlines, canteens. Victims of natural 
calamities etc. 
Problem : Biscuit manufacturing firms are also facing 
problems of various nature in marketing their products as 
highlighted hereunder : 
Customers' Attitude : Customer attitude affects the 
distribution planning. Customers are in fact sensitive 
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towards both price as well as quality of the biscuits. As 
locally manufactured biscuits are obviously cheaper, 
therefore, a large part of the population prefer to purchase 
them. This result in locking up the stock of biscuits with 
retailers for a very long time. The retailers, in turn, 
hesitate to take fresh stock unless the previous stocks are 
exhausted fully. Moreover, in some case, the unsold old 
stock of biscuits has to be taken back by the firm's staff 
as a policy matter which involves a substantial loss of 
personal investment. 
Old Wine-New Bottle Aproach : Branded products of large 
scale bakeries further get a blow in the market by Old Wine-
New Bottle approach adopted by locally established medium 
sized bakeries. under this techniques they are marketing 
multiple varieties of biscuits merely by affecting change in 
shape, flavour, and appealing package designs of the same 
type of biscuits economically. This creates a genuine 
confusion in the minds of the customers as to right quality 
of the products. It results in delay in the process of 
selling. 
High Cost of Transportation : In case of biscuit 
distribution cost is exceptionally typical. It varies 
directly with the level of customers services. Faster and 
more reliable delivery covering distant markets in various 
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regions usually means more warehousing, more inventory and 
more expansive transportation. 
Incentive participation of Dealers : The markets in town 
areas for the distribution of even lower grade varieties of 
biscuits have not sufficiently been covered by the large 
scale bakeries due to inactive participation of dealers. 
These products therefore are rarely available with retailers 
in those markets. Although the dealers of the company have 
been assigned territorial/regional distribution but they 
normally concentrate to get their stock delivered to 
retailers who are easily approachable. Retailers from remote 
areas have to collect these products themselves on casual 
visit to city or town areas. Consequently a large variety of 
biscuits is neither accessible nor known to the consumers in 
such areas. This situation is due to non-cooperation of 
dealers and causes inequitable distribution within the 
region. 
Unfair Trade practices : Dealers in the trade of convenience 
food items simultaneously deal with products of local 
bakeries as well, which are more liberal in granting cash 
and quantity discounts. This motivates the dealers/retailers 
to prefer early disposal of their stocks. In case of large 
scale bakeries all distribution process is planned centrally 
and any change to be brought in its is viewed in a wider 
perspective. 
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3.4.2 Distribution Systen adopted in Unorganised Sector 
bakeries 
As in case of distribution of bakery products by 
any organised sector bakeries, the practice and problems in 
distribution by un-organised sector bakeries are also 
typical. This sub-section is developed to a description of 
the practices and discussion of the problems generally 
experienced by unorganised sector bakeries in distribution 
of the two major bakery products viz. bread and biscuits. 
Practices and Problems of Bread Distribution 
Channel : Under unorganised sector bread is sold through a 
shorter channel as compared to that for organised sector 
comprising direct sale to retailers or to consumers by the 
bakers themselves. 
Physical Distribution : Small scale bakers under unorganised 
sector have their own methods and means of distribution. 
They normally have their own sales counter and also engage 
cycle boys to distribute their outputs. In few cases, they 
either own or hire tempos or autorickshaws for distribution 
within their operational areas. They as such perform both 
production and distribution functions themselves with the 
objectives of economising on their business. 
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Market Coverage Although a sizeable narket and large 
proportion of production capacity is available with the 
unorganised sector bakeries but still the coverage of market 
is quite limited. Distribution across the regioni.e. at 
national or state level is not possible due to the high cost 
of distribution and tough competition with organised sector 
bakeries. Thus their target markets are only those 
inhabitants and vicinities of the regions where these small 
bakers operate. To sell bread they make intensive efforts to 
cover the target markets. For various occasions like 
'Ramadhan' they also market on selective basis bread having 
special tastes or loomy and velvy texture or breads of 
special texture for making 'Shahi Tukras' etc. 
Problems : Small scale bakeries are also free from problems. 
They face problems in many areas. In the course of 
distribution they have to face tough competition with the 
well-known branded breads of large scale bakeries. Retailers 
also exploit them as they generally deal with number of 
brands of breads. In order to get their stocks exhausted 
daily they have to offer attractive amount of cash and 
quantity discounts. Besides the jobs of transportation of 
bread upto retailers shops in various localities before peo-k 
time of sales is also the responsibility of bakers. This 
involves cost as well as time. 
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Practice and problems in biscuit distribution 
Channel : Small scale bakeries under unorganised sector 
manufacture various types of branded and unbranded biscuits. 
As they carry a little longer shelf life therefore they are 
sold through channels comprising more than one intermediary 
i.e Wholesalers, retailers or direct sales to the customers 
or consumers. 
Physical distribution : Physical distribution in case of 
biscuit is undertaken through various means of transport 
such as tempos, auto-rickshaw. Salesman with cycle carriers, 
cycle boys and bakers ownshops or outlets are other modes of 
physical distribution. 
Market Coverage : Small scale bakeries dealing in biscuit 
trade also make efforts for intensive distribution. Market 
is intensively covered by distributing many types of branded 
and unbranded biscuits packs of low and high unit value. 
Retailers in various localities, small and medium standard 
hotels, road side tea stalls, itinerant hawkers etc. are 
widely covered intensively in the process of distribution. 
Selective distrbution is undertaken for biscuits, cakes and 
pastries as already discussed in the case of bread. 
Problems : High cost of transportation, competition with 
organised sector bakeries, dealers and retailers' 
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exploitation are some of the major problems faced by the 
small scale bakers in the trade of biscuits. 
The analysis of distribution systems and its 
related problems with regard to bakeries under organised and 
unorganised sectors of the bakery industry reveals that 
large scale bakeries have better managed system of 
distribution than bakeries under Small Scale Sector. 
However, both bakeries in both the sectors are facing a 
numer of problems in the process of distribution due to 
which they have not been able to deliver their products to 
masses economically. The major problems in the field of 
distribution, dealers exploitation, unfair trade practices, 
lack of transportation facilities etc. 
3.5 PROMOTIOH 
Promotion and marketing communication are probably 
the weakest link in the chain of marketing mix of bakery 
products in India. Though it is fact that a wide range of 
processed food items are manufactured and marketed in India 
but on a closer analysis one finds that these food items 
could be divided into two broad categories. The first 
category consists of traditional products such as processed 
fruits and vegetables, processed seafoods, fruit juices and 
squashes, sauces, ketchups, and jams, and biscuits and 
bakery products. The second category is made up of novelty 
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items, which are relatively newer to the Indian narkets, 
such as extruded foods, instant tea and soups, breakfast 
foods, snacks items, etc. By the very nature of their 
novelty it is the products in the later category that 
attract more advertising budgets and the attention of 
marketers. Consequently, it is these products which are in 
the limelight as far as promotion and marketing 
communication is concerned. The products in the first 
category, of which biscuits and bakery products form a major 
chunk, do not attract much attention except, of course, some 
items like jams, sauces, and ketchups. This is despite the 
fact that products like biscuits and breads are items of 
widespread, mass communication that are purchased on a 
regular basis with a buying frequency not in weeks or months 
but in days. Another major reason for the low profile status 
of bakery products in terms of promotion and marketing 
communication is due to predominance of distribution as a 
major aspect of the marketing mix. Owing to the importance 
attached to distribution it is quite likely that other 
factors in the marketing mix tend to get ignored and at 
least less highlighted. Despite these impediments there is 
some evidence to show that a certain amount of promotional 
and advertising activities are undertaken by the bakery 
units . 
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Small and medium-sized bakery units usually 
operate in a restricted, localised area. In line with their 
area of operations, advertising is limited to low cost 
options as far as agency selection, copy design, and media 
selection are concerned. Sales promotion is also done mainly 
through merchandising to provide support to distribution 
activities. The small and medium-sized units are also 
handicapped due to the inadequate funds available, low scale 
volume realised, and lesser sales margins. A few medium-
sized units undertake promotion on a limited basis through 
participation in local fairs and exhibitions, sponsoring 
gift schemes, point-of-purchase (POP) and display materials, 
etc. 
Large scale units do undertake advertising and 
sales promotion measures but here too the scale of 
activities is not in proportion to the size of the industry 
and market and their satisfaction. Companies such as Modern 
Foods Industries Ltd., and Britannia are the bigger and 
better known firms that are involved in some amount of 
promotional measures. generally these measures are 
participation in trade fairs and exhibitions, POP and 
display materials, demonstrations, offering of schemes such 
coupons, price reduction, gifts, and sponsoring of 
conferences and seminars. Advertising is done mainly through 
the TV (mostly restricted to the private sector companies 
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selling biscuits and allied products), radio, cinema slides, 
and outdoor media, such as hoardings, posters, neon signs, 
advertisements on buses and other transport vehicles. 
There is as yet no avenue for institutional 
advertising on an industry-wide basis for the promotion of 
biscuts and bakery products in India. The trade and industry 
associations in the bakery industry have not made any 
worthwhile efforts at increasing public awareness about the 
taste and nutritive value of such products. 
There are adequate signals in the business 
environment that the present bleak scenario as far as the 
promotion and advertising of biscuits and bakery products is 
concerned might change for the better. Increasingly 
competitive markets, efforts at improvement in technology, 
modernisation of plant and equipment, availability of better 
packaging materials are some of the major factors that may 
lead the industry and its constituent units to plan for 
laying a greater emphasis on branding and creating product 
differentiation. These can be accomplished by opting for 
more vigorous promotional and advertising measures. 
195 
Annexure 3.1 
Standard Requirenents for Wheat Flour- Bread/Bread Industry 
S.No. Characteristics 
Def inition 
PFA Rate 
IS: 7464-1974 
1. No Product obtained by melting wheat in a rolling flour mill and bolting shall have charactersitics taste and snell. Free from insect and fungus infestation, rodent contaminat-ion, dirt and extra-neous matter. Free from musty and ranc-idaste. 
2. Moisture % by net max. 13 .0 13. .0 
3. Protein fNx5.7)% by wt. (dry basis) min 9, ,0 11. 0 
4. Gluten % by wt. (dry basis) min. 7. 5 8. 0 
5. Total ash (dry basis) % by wt.(dry basis) max 0. 5 0. 5 
6. Acid insoluble ash % by wt. (dry basis) max. 0. 05 0. 05 
7. Alcoholic acidity X 
by wt. (dry basis) max. 0. 10 0. 10 
8. Water absorption X by wt. 55. 0 60. 0 
9. Maltose % by wt. - 2-3 (.5 
10. Sedimentation value, min. 22. 00 30. 0 
11. Granularity To i 
the satisfy IS test to IS satisfy test 
12. Uric acid 10. mg/100 gm max. 0 10. 0 
Source Ihort lOiii. oau onsQced : ay 25th P Y . U . S . 
rss^ 
t o T une 
and 
1992) i&S.: 
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CHAPTER IV 
PROBLEMS AND PROSPECTS OF MARKETING OF BAKERY PRODUCTS :- A 
CASE STUDY OF MODERN FOOD INDUSTRIES (INDIA) LTD. 
In the foregoing chapter various constraints which 
adversely affect the performance of marketing aspect of 
bakery industry in India were throughly discussed. This 
chapter presents a Case Study of problems and prospects of 
marketing of bakery products with special reference fo 
Modern Food Industries (India) Ltd. (MFIL) formerly known as 
Modern Bakeries (India) Ltd. 
The study has been divided into seven parts. In 
the first part, the general informatin pertaining to the 
establishment, objectives and management including capacity 
utilisation and financial position of the Company have been 
briefly discussed. The second part of the chapter highlights 
the policy aspects of marketing. The product as a variable 
of marketing mix has been discussed in the third part of 
this chapter. The fourth part is concerned with pricing 
aspect of the; Company. Similarly distribution and 
promotional tasks of the Company have been included in part 
fifth and sixth respectively. Last part of the chapter is 
elaborately denoted to presenting problems and prospects of 
marketing of bakery products. 
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4.1 GENERAL IHFORMATIOH 
This section provides general information related 
to the broad level aspects of the Modern Food Industries 
Ltd . 
4.1.1 Establishment of the Conpany 
After independence the Government in its First 
Five Year Plans considered mechanisation of bakery industry 
in order to undertake large scale production of bread and 
other bakery related items. 
In 1963, Mr. C.M. Subramanian, the then Minister 
for Food and agriculture, while visiting Australian Bread 
Research Institute at Sydney, invited its Director Mr. Eric 
Bond, to undertake a study of Indian bread making industry 
with a view to expanding it and improving the quality of 
bread.^ Later the Government of India under Colombo Plan had 
received as gift, nine units of automatic machinery for the 
manufacture of bread and other related items from friendly 
countries to run bakeries in large cities namely- Ahmedabad, 
Bombay, Cochin, Chandigarh, Calcutta, Delhi, Hyderabad, 
Kanpur and Madras. On receipt of these gift Modern Bakeries 
(India) Ltd. was set up as a Government Company under the 
Administrative Control of the Department of Food, Ministry 
of Food and Civil Supplies. The plant and machinery gifted 
to Modern Bakeries provided for a most modern manufacturing 
process which was completely automatic and very hygienic. It 
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was registered under the Companies Act 1956 on 1st October 
1965.^ It has its registered office in the Union Territory 
of Delhi. 
The Company started production from January 2, 
1968 at its Bombay unit. After Bombay unit others went into 
production by Apri 1 1970."^ Of these new automatic bakery 
plants those located at Ahmedabad, Bombay, Calcutta, Cochin, 
Delhi, Kanpur and Madras are Australian assisted and those 
at Bangalore, Hyderabad are Canadian assisted. By this time 
the country had developed self sufficiency and knowKow in 
the field of bakery equipment plant and machinery. 
Subsequent to this, the Company successfully established 4 
more indigenous plants at Chandigarh, Indore, Jaipur and 
Ranchi making a network of 13 automatic plants.^ 
As a result of Government policy, for reserving 
bakery industry for Small and Tiny Sector in 1978, the area 
of expansion and trade in this industry has narrowed down. 
The Company, therefore, had initiated steps to diversify its 
activities in related as well as unrelated field in order to 
emerge as one of the leading Food Industry unit in the 
country. It has now diversified its activities in the field 
of Beverages, Oils, Extruded, Food, Energy Food, Fruit 
Processing etc. Its present new name "Modern Food Industries 
(India) Limited" was, therefore adopted in November 1982 to 
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reflect its diversified activities. It has its registered 
n 
office in the Union Territory of Delhi. However, the 
production and marketing of bread is one of the major Q activities accounting for 95.5% of turnover. 
After diversification, the Company is managing 13 
bakery units and 6 other units spread over in cosmopolitan 
cities of the country as shown in Table 4.1. 
Table 4.1 
DATE OF COMMISSIONING AND LOCATION OF BAKERY UNITS OF MODERN 
FOOD INDUSTRIES (INDIA) LTD. 
S.No. Date of Commission Location of Units 
(Bakery & Others) 
Bakery Units 
1. 2-1-1968 Bombay 
2. 15-1-1968 Madras 
3. 1-4-1968 Ahmedabad 
4 . 1-5-1968 Cochin 
5. 1-5-1968 Chandigarh 
6. 1-6-1968 Delhi 
7. 1-9-1969 Hyderabad 
8. 19-11-1969 Kanpur 
9. 1-2-1970 Bangalore 
10. 1-4-1970 Calcutta 
11. HA Indore 
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12. NA Jaipur 
13. HA Ranchi 
Other Units 
14. Oil Mills, Ujjain 
15. Flour Mill Plant, 
Faridabad 
16. Beverage Unit, Faridabad 
17. Fruit Juice Bottling Plant-Delhi 
18. Fruit Processing Plant 
Bhagalpur 
19. Pine Apple Concentrate 
Plant-Silchar (Assam). 
Source : (a) Bakery Industry in India-Report and Directory. 
the Institute of Economic and Market Research, 
Hew Delhi, 1974, p.20. 
(b) Various Annual Reports, Modern Food Industries 
(India) Ltd. 
4.1.2 Objectives 
The Company has two types of Statutory objectives; 
economic and social. The economic objectives are pursued 
through the market mechanism for commercial purposes and the 
social objectives are followed in the interest of the 
society as a whole. Following are the main objectives of 
Modern Bakeries (India) Ltd.^ 
1, Manufacturing wholesome and nutritious bread and other 
bakery products under hygienic conditions both for 
general public and institutions at a reasonable price. 
2. Promoting the manufacturing of indigenous plants, 
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equipments, chemicals and raw materials for bread-
making by setting up ancillaries industries as may be 
necessary for sustaining the growth of bakery 
industry's production. 
3. To play nucleus role in the expansion of bakery 
industry to fulfil the potential demand arising out of 
urbanisation, industrialisation and increasing 
populat ion. 
4. To bring about change in the dietary habits 
particularly in the rice-eating areas for better 
nutrition by increasing the consumption of breads made 
of wheat flour. 
The objectives of bread making and its 
distribution at reasonable prices to general public is 
commercial. The nutritious value and the supply of bread to 
weaker section under sponsored schemes fulfils the social 
objectives. Change in the dietary habits for better 
nutrition in the rice eating areas is also a social 
objective of the Company. Similarly self-reliance by 
establishing ancillary industries for necessary inputs is 
both social and economic in nature. It is social because it 
is promoted by the urge to provide employment opportunities 
and help the process of industrialisation and urbanisation 
without bringing under strain the price level of goods of 
mass consumption or the wages goods. Bread is one of wage 
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good. In this way Modern Bakeries have both the social and 
economic objectives to fulfil. 
4.1.3 Managenent 
The Board is constituted by the Government of 
India. The power to constitute the Board is vested in the 
President of India. There are certain specific provisions in 
the Articles of Association regarding the strength of the 
board, appointment, retirement and powers of Directors, The 
number of Directors may vary from 2 to 
The powers of the Board are circumscribed by the 
provision to obtain the assent of the President of India on 
policy matters. Further the Board resoluton may be set aside 
by the Chairman specially when the matter is to be placed 
before the President for approval. 
The Board is also not free to take decision in 
respect of large investments, nor is it free to undertake 
formation of subsidiaries, re-structuring of capital or 
changing its composition. The powers are exercised by the 
Board within the overall limit of the budget set by the 
Government of India. 
In short, the Board of Directors is essentialy 
entrusted with the functions of supervision, control and 
directions. It enjoys limited functional autonomy. The major 
decisions are taken by the Government. 
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4.1.4 Organisational set up at Central and Unit Levels 
HFIL has its central board and headquarters at New 
Delhi. In order to execute its policies it has 
organisational set up at central as well as at unit level 
dividing work into task or duties for each post. It has both 
line and staff functional positions in the structure. This 
is indicated in organisational charts shown in Exhibit 4.1 
and 4.2 respectively. 
At central level, the management is subdivided 
into different tiers viz., Top Management, Upper-Middle 
Management, Middle Management and Lower Middle Management as 
is indicated in the organisational charts. Top management 
consists of the Boards of Directors and the Chief executives 
such as Chairman and Managing Directors. They are the 
ultimate level of authority in the heirarchy. They set the 
objectives, define goals and formulate policies and see that 
policies are put ito effect and judge the results. Upper 
Middle Management is manned by personnel such as Chief 
General Manager, Company Secretary and others as shown in 
Exhibit 4.1. These executives are responsible for the main 
functioning in their respective functional areas. 
The Company Secretary supervises routine 
administrative jobs and ensure strict compliance with 
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provision of the Companies Act. He is assisted by an 
Administrative Manager at Middle Management level. 
Financial Management is entrusted to the Financial 
Advisor. It has responsibility to manage the funds flow and 
keep a watch on appropriation of funds for the objective 
given in the budget. There are Accounts sections for the 
proper maintenance of accounts books and to determine the 
results of the business operations. These various tasks are 
looked after by Upper Middle level managers such as Chief 
Accounts Manager assisted by Senior Accounts Officer (Costs) 
and Accounts Manager at Lower Management level. 
For recruitment and placement, the Company has a 
pesonnel department. The Chief Personnel Manager is 
responsible for the recruitment at all the units. The Senior 
Personnel Manager and the Industrial Relation Manager and 
Hindi Official are accountable to him for the execution of 
the personnel policies and fulfilment of objectives. 
The chief commercial Manager is concerned with 
promoting sales through various publicity methods. As the 
company is engaged in marketing of convenience food items it 
has a seperate marketing division headed by Controller 
Marketing who is responsible for setting the marketing 
objectives, develop the marketing plans, organise the 
marketing functions, implement the marketing plans 
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(Marketing Mix) and control the marketing programme to 
assure accomplishment of the set marketing objectives. The 
marketing programme include product planning, price, 
promotion and physical distribution. 
The Research and Development is the most important 
activity of the Company. It carried out research in a number 
of areas particularly new product development and process 
standardisation. Efforts are particularly made towards 
1? 
technology absorption, adaptation and innovation. It is 
manned by the Chief Research and Development Manager 
assisted by Senior Product Development Manager at Upper 
Middle Management level and Product Development Manager at 
lower management level. 
The Company has followed the same pattern of 
organisation for each of its unit. The head of each unit is 
the General Manager under whom there are managers looking 
after accounts, production, sales, personnel and 
administration, and engineering. These managers are assisted 
by the Supervisory level Staff. The General manager is 
accountable to the Managing Director. 
4.1.5 Capacity utilisation 
MFIL was set up with an installed capacity to 
iToriuoo 517.56 lakh standard loaves of 400 gms. each 
approximately. The installed capacity has been expanded 
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substantially to produce 2737.37 lakh standard loaves of 400 
gms. each in 1991-92 as shown in Table 4.2. The capacity 
utilisation which is about 78 per cent presently is also 
shown. 
Table 4.2 
CAPACITY (INSTALLED AND UTILIZED) OF BAKERY UNITS OF 
FOOD INDUSTRIES (INDIA) LTD. 
MODERN 
Year Installed Quantity Capacity 
Capacity Produced utilised in 
(Figures in (Figures in %age 
Standard Loaves) Standard Loaves 
1968-69 517.56^ 251.69 48.63^ 
1969-70 638.01 347.72 54.50 
1970-71 983.88 585.41 59.50 
1971-72 990.07 855.78 86.44 
1972-73 990.08 1064.04 107.47 
1973-74 990.03 1140.02 115.15 
1974-75 1455.12 1151.44 79. 13 
1975-78 1574.18 1151.20 73. 13 
1976-77 1957.00 1338.40 70.45 
1977-78 1957.00 NA NA 
1978-79 1957.00 1417.08 72.41 
1979-80 1957.00 1615.55 82.55 
1980-81 2521.64 1714.72 68.00 
1981-82 2501.89 1796.36 71.80 
1982-83 2572.05 1810.73 70.40 
1983-84 2670.28 1807.78 67.70 
1984-85 2638.11 1761.73 66.78 
1985-86 2412.38 1762.73 73.07 
1986-87 2410.87 1846.28 76.60 
1987-88 2672.67 1870.87 77.60 (70.0) 
1988-89 2506.00 1653.96 66.00 
1989-90 2441.60 1855.62 76.00 
1990-91 2561.42 1982.54 77.40 
1991-92 2737.37 2140.63 78.20 
Source : 
1• Annual Reports and Schedules for respective years 
Cif Modern Food Industries CTndia^ Ltd.. (A Govt. 
of India Enterprise)., New Delhi. 
2. Calculated 
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Exhibit 4-1 
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4.1.6 Financial Position 
In order to make a brief assessment of financial 
aspects, a consolidated Balance Sheet & Profit and Loss 
Account of MFIL for the last 10 ten years have been 
reproduced in Annexure 4.1. and Annexure 4.2 respectively. 
Initially the Company had an authorised capital of 
1 
Rs. 1 crore divided into 1000 Equity Shares. It was 
subsequently revised as the Company had to diversify its 
activities due to reservations of bakery industry in Small 
and Tiny Sector in 1978. The shares are issued to Government 
and Government owned institutions. The Department of Food, 
FCI, Delhi Administration and the State Governments of 
Maharashtra, Gujrat, West Bengal, Kerala and Tamil Nadu are 
the Shareholders.^^ Besides the maia agencies from where the 
borrowings are made comprise Government of India, Banks, 
FCI, UNICEF, IDBI, ICICI, Horticultural Board.^^ 
A brief review of the Balance Sheet indicates that 
the source of funds of the Company consists of Shareholders 
Funds and Loan Funds. Shareholders funds comprising Capital 
and Reserve & Surpluses show that the capital of the Company 
has increased invariably from 1987-88 to 1991-92 by more 
than 2 to 3 times. Similarly there is a subtantial increase 
in the Reserve & Surpluses of the Company upto 1987-88 but 
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in later years from 1988-89 to 1991-92 there appears to be 
considerable fall in these reserves. Loan funds on the other 
hand are made of secured and unsecured Loans. They ranged 
from 25% to 52% of total sources of funds of the Company as 
a whole. 
A review of the application side of funds 
indicates that these have been utilised in Fixed Current 
Assets and Loans, and Advances. An Analysis of Gross and Net 
Block indicates that the Company has invested substantial 
funds in building its fixed assets out of its owned and loan 
funds. The position of Current Assets show that excessive 
funds appear to have been locked up in inventories and 
debtors. With this state of affiars there is bound to be 
deficiency of funds and the Company will be forced to borrow 
to make up shortage of liquid assets. 
A brief analysis of overall operational results of 
bakery and non-bakery trades in terms of their turnover and 
profitability has been attempted with the help of Profit and 
Loss account of MFIL as shown in Annexure 4.2. 
a) Turnover : The gross turnover by sale and other incomes 
of the Company show a satisfactory position. In 1991-92 
the gross turnover of Rs. 6550.78 Lakh is the highest 
recorded by the Company so far since its inception. It 
is almost double as compared to the amount of sales 
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turover of Rs. 3080.72 Lakh in 1982-83. A nominal fall 
in sales turnover in 1985-88 is, however, reported to 
have taken place mainly due to undertaking of job works 
instead of processing own raw material at Uaoain 
16 
Unit.-^ Besides a slight variation in sales turnover in 
case of other units is reported to have been because of 
underutilisation of capacity, competition due to 
proliferataion of new entrants, nonavailablity of 
adequate supplies, mechanical breakdown, load shedding 
leading to erratic power supplies, nonreceipt of 
institutional orders, personnel problems in the form of 
strikes etc. As a result both production and sales of 
the units of the Company have been adversely 
affected. 
b) Prof it : An analysis of profit figures of MFIL is shown 
in Annexure 4.2 indicates that the Company has been 
able to earn continously overall operational profit 
from 1982-83 to 1987-88 and in 1989-90. As against this 
the Company in 1988-89, 1990-91 and 1991-92 has 
incurred operational losses to a very great extent. The 
position in respect of profit before tax since 1982-83 
to 1987-88 show that the Company has been earning 
profit with slight variation. However, the Company has 
suffered heavy book losses to an unbearabe extent from 
1988-89 to 1991-92. 
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It may be mentioned that activity-wise position of 
profitability indicates that the bakery units continued to 
be the principal profit centres which account for 85.6% of 
1 R the total turnover. The other activities concerning non-
bakery units, taken together, have resulted in a loss almost 
19 every year. 
Though, the bakery trade, as mentioned above, is 
a major source of profit for the Company, yet many of its 
bakery units have also been incurring losses. A unitwise 
analysis has been made in Ay)ne)<yr^ '*4.S'which has been computed 
on the basis of Annexure No. showing operational 
performance of individual bakery units of the Company since 
the time they have been commissioned. 
An enquiry into the overall causes of unfavourable 
results both in bakery and non-bakery trades reveal that a 
number of factors account for heavy losses. The main reasons 
for the book losses or inconsistent trends in profitability 
is the impact of increase in cost of inputs and wages. In 
addition, operational cost-particularly in respect of 
salaries, allowances and bonus, power and fuel, rent of 
administrative building-went up considerably which have 
eroded the overall profits of the Company. Increase in 
levies, delay on collection of funds resulting into high 
cost of borrowings, controlled prices of bread, heavy 
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expenditure towards repair and overtime etc. are other 
additional factors which cumulatively affect profitability 
of the Company. 
According to Company's management its performance 
has deteriorated to a very great extent but on a modest 
scale it may be argued that the Company has contributed to 
the social welfare activities by selling its products at a 
n -I reasonable price. 
4.2 POLICY ASPECTS OF MARKETING 
The policy aspects of marketing of MFIL are 
highlighted from its objective which is to feed people with 
food fortified with vitamins and nutrients. The basic thrust 
of the marketing policy is to implement Governments 
programmes of reorientating the food habits of poeple by 
increasing bread consumption and simultaneously providing 
them an inexpensive item of food with added nutritive 
no 
value.^^ Und er these directives the Company's efforts are 
aimed to matching the product with market by developing 
products of high nutritive value through Modern techniques 
of production, modern inputs and devising plans to build 
appropriate channels of distribution and promotional 
campaign. Further, in order to provide maximum satisfaction 
to consumers at large the marketing aspect of the Company 
also encompasses the special characteristics to identify 
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target markets to widen the market through maximun sales 
proceeds. This part of the Chapter deals with the Company's 
target market strategies alongwith its coverage, sales 
turnover and market shares which the Company has been able 
to achieve. 
4.2.1 Target Market Strategy 
The Company under its target market strategy 
covers a wider part of the market by means of 
undifferentiated, differentiated and concentrated marketing 
strategies. The sandwich and buns are supplied to all the 
segments of the market under its differentiated marketing 
strategy. The differentiated marketing strategy has been 
developed to suit its policy of diversification of its bread 
line. It produces new varieties, adds new flavours to breads 
of different sizes, both of low and high unit values e.g. 
the milk breads, brown bread, the fruity a cake like bread, 
eggless cake etc. These are the offerings of the Company to 
suit a wide range of customers. Under the concentrated 
marketing strategy, the distribution is undertaken to cover 
two or more segments of the target market. The concentrated 
marketing strategy has been instrumental to fulfilling the 
requirements of breads under Government sponsored programmes 
for supplies of special nutritional bread to weaker sections 
of society including school going children, lactating 
mothers, scheduled castes and scheduled tribes. 
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4.2.2 Market Coverage 
As mentioned above the Company efforts have been 
concentrated to widen the market to cover a large part of 
the population by offering a range of bakery products 
through its target market strategies. However, the coverage 
of market to the extent desirable is still unattended for. 
In the process of distribution, the Company covers only 9 
crores out of 84 crores consumers in the country. This was 
due to the fact that further expansion of the capacity was 
not possible for the Company in the wake of Government's 
policy to reserve bakery industry for exclusive development 
in small scale sector.^^ It ran counter to the social 
objectives of the Company to cater for nutritional needs of 
the poeple in other areas. The Company, in order to widen 
the coverage of the market in those uncovered areas of the 
country of the country (where the Company could not reach 
due to limitations imposed on account of revised Government 
policy of reservation) started the franchising scheme in 
1977. In November 1987 franchise rights were given to 
entrepreneurs in the areas outside the operation of 
Company's own units.^^ The Company furnished technical 
knowhow to the franchisd units besides training to 
manufacture and sell the bread. In return, it gets royalty 
per standard loaf of 400 gm. The franchising scheme has in 
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effect widened the market of MFIL because the franchising 
units sell their product under the Company's brand name 
^Modern Bread'. The officers from Franchising and Technical 
Service Division periodically visit these units for Quality 
Assurance Audit and to verify various other checks required 
pc to be maintained by them. 
The Company has assisted 9 small scale units. In 
1981-82 the franchised unit in small scale was commissioned 
at Heerut and 3 ancillary units have been developed by the 
Madras units of the Company. One unit has been brought up by 
Delhi unit on similar terms an conditions. To cover the 
entire market in Madras city, the Madras unit is already 
developing another ancillary unit. The Company has entered 
into contract with entrepreneurs to establish franchised 
units on small scale in Bhopal, Agra, Gwalior, Jabalpur, 
Jammu, Roorkee, Raipur, Siliguri, Sriganganagar and 
Jagdishpur. These units are already in production whereas 
six other units at Jagdishpur, Nagpur, Rohtak, Visakapatnam 
oo 
and Madurai are in the process of being set up.'^  The 
franchising scheme is going to be extended to 30 
entrepreneurs of different places in the country during the 
next few years. After the completion of the above scheme 
there would be 50 stations in the country with fullfledged 
facilities to make "MODERN" a truly nationally consumed 
bread. 
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The aim of franchising system is rationalisation 
and intensification of the distribution system so that sales 
may go up in outstation market covering majority population 
through the chain of Company's own and franchised bread 
units. 
4.2.3 Sales Perfornance 
To ascertain the effectiveness of the approaches 
adopted by the Company through the chain of its own and 
franchised bread units to cover a larger part of the 
population with the objectives to provide quality bread, it 
is logical to examine the sales performances. In this 
context it may be mentioned that manufacture and sale of 
bread is the major operational area of the Company and a 
large part of the sale is from the trade of bread. From 
Table No. 4.3, it may be seen that sale of bread alone 
contributed to 82% of total turnover in 1987-88 and in 
subsequent years the same has been increasing. Lately i.e. 
in 1991-92 the Company achieved 9 5 . o f the total turnover 
from the sale of bread. 
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Table Ho. 4.3 
SALE TURNOVER OF MODERN FOOD INDUSTRIES (INDIA) LTD. 
Year Sales Turnover in %age 
1987-88 82% 
1988-89 K^ l 
1989-90 85.6% 
1990-91 92.45% 
1991-92 95.6% 
Source : Annual Modern Food Industries (I^ Ltd.. 
New Delhi, of respective years. 
Besides, an analysis of the Company's aggregate 
sales indicate that it mainly deals in both commercial as 
well as nutritional sales. The commercial sales are meant 
for general public and nutritional sales meet the demand for 
various Government sponsored programme. Table No.4.4 shows 
yearwise aggregate sales for the last 10 years of the 
Company. 
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Table No.4.4 
STATISTICS IN RESPECT OF SALES DURING 1980-81 TO 1991-92 OF 
MODERN FOOD INDUSTRIES (INDIA) LTD 
S.Ho. Year Total (in crores of Percentage 
Sales Standard loaves) increase/decrease 
over previous year 
Nutrit Commer- Total 
ional cial 
1. 1980-81 4.02 13.07 17.09 
2. 1981-82 3.36 14.56 17.92 21% 
3. 1982-83 2.83 15.14 17.97 11% 
4. 1983-84 2.57 15.48 18.05 21% 
5. 1984-85 1.96 15.70 17.86 (-) 3% 
6. 1985-86 2.35 15.20 17.60 (-) 3% 
7. 1986-87 3.19 15.20 18.39 18% 
8. 1987-88 3.05 15.36 18.41 11% 
9. 1988-89 3.00 14.61 17.61 8% 
10. 1989-90 3.38 15.14 18.52 12% 
11. 1990-91 3.56 16.87 20.43 10% 
12. 1991-92 2.19 18.83 21.02 3% 
Source : Annual Reports of Modern Food Industries (I") Ltd.. 
New Delhi, of respective years. 
Note : Sales figures of 1990-91 and 1991-92 also include 
the bread loaves procured from franchized units. 
To take a quick look over the sales figures in 
different years it may be observed that the aggregate sales 
of bread loaves comprising nutritional as well as Commercial 
does not show any perceptible increasing trend during 1981-
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82 to 1991-92. They fluctuate year to year with unsteady 
rate of growth. For instance sale in 1983-84 increased by 
12% from 11% in 1982-83. In 1984-85 and 1985-88 sales 
declined by 3%. However, sales from 1988-87 to 1991-92 kept 
growing inconsistently. The erratic behaviour of both 
nutritional and commercial sales of the bread affecting the 
total sales of the Company as a whole may be attributed to 
wide ranging factors including that of production and 
distribution systems. These factors have been discussed 
appropriately in subsequent sections of this chapter. 
Sales performance in terms of sales value has also 
been viewed. Table No.4.5 below is presented to highlight 
the value of aggregate sales for the last 10 years of the 
Company during 1982-83 to 1991-92. 
234 
Table No.4.5 
Statistics in Respect of Sales Value during 1981-82 to 1991-
92 
S.Ho. Year Value of Sales 
(in Lakhs of Rs) 
Percentage 
increase/decrease 
over previous year 
1. 1980-81 1912.55 -
2. 1981-82 2318.62 21* 
3. 1982-83 2585.74 11% 
4. 1983-84 2904.80 12% 
5. 1984-85 2829.23 <-) 3% 
6. 1985-88 2904.52 3% 
7. 1986-87 3381.94 16% 
8. 1987-88 3768.90 11% 
9. 1988-89 3974.60 6% 
10. 1989-90 4434.51 12% 
11. 1990-91 5179.41 17% 
12. 1991-92 6130.07 18% 
Source : Annual Reports of rftspftctive years of Modern Food 
Industries Ltd., New Delhi. 
Sales value in terms of lakhs of rupe-es during 
1982-83 to 1991-92 obviously show increasing trend but 
yearly rate of growth fluctuate widely ranging from 3% to 
12%. For example sales in 1983-84 increased by 12% from Rs. 
2,585.74 lakhs in 1982-83 to Rs. 2,904.80 lakhs in 1985-88, 
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whereas in 1984-85 the sales declined by 3% over previous 
years. In 1985-88 sales value increasd by 3% only followed 
by an increase of 16X in 1986-87 from Rs. 2,904.52 to 
3,381,94 lakhs. The sales in rupee term again fell to 1-1% 
and 6% in 1987-88 and 1988-89 respectively. In 1989-90 there 
has been an increase in sales value to the extent of 12%. 
Sales during 1990-91 and 1991-92 have been increasing. The 
year to year inconsistency and variability in sales value of 
the Company is also due to various factors effecting pricing 
aspect of the bread which have been discussed quite in 
detail later on. 
4.2.4 Market Share 
Competitive strength of the enterprise is 
indicated by its market share, it holds in different parts 
of the regions. A review of sales perfromance of the Company 
in the earlier part does not indicate as to what extent it 
is able to maintain its share in competitive environemnt. 
With this viewpoint a cursory look over market share of MFIL 
in various regional markets reveals that it has not been 
able to capture regional markets of the country in an 
appreciable manner. This has been shown in Table No.4.8. 
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Table No. 4.6 
MARKET SHARE FOR BREAD OF MODERN FOOD INDUSTRIES (INDIA) 
LTD. 
S.No. Region Market Share 
1. Southern 75% 
2. Northern 15% to 20% 
3. Eastern-Western Negligble 
4. Delhi Maximum Presence 
Source : Interviews with Company Staff 
From the table it may be seen that amongst four 
zonal markets, the Company holds strong position in Southern 
part of the country where it has captured a 75% market share. 
In Northern India the market share is within a range of 15% 
to 20%. The table further reveals that in Eastern and 
Western parts of the country, the Company has not been able 
to expand its market due to which the market share of the 
Company is reported to be negligble. 
However, in the Union Territory of Delhi, the 
Company is reported to have met the demand more actively 
with its maximum presence. The analysis of the market share 
of the Company indicates that there is an overall 
inconsistency so far as the regional spread of market share 
is concerned. This state of affairs is bound to affect the 
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profitability of the Company. This aspect will be examined 
in the forthcoming sections. 
4.3 PRODUCT 
The Company since its inception is mainly engaged 
in the production and marketing of bread. As mentioned 
earlier that the Company has to fulfil the main objectives 
of providing nutritious food supplies to the general public 
at reasonable prices besides its activities under different 
schemes of the Government meant for poorer and weaker 
sections of the society. The competitive market and the need 
for nutrition to the weaker section of the population made 
is necessary for the Company to look to new sources of 
nutrition, new products, within the price which an average 
consumer can afford. 
4.3.1 Product Policy 
Although no specific mention with regard to 
product policy was made available to the Research Scholar 
but various sources of information highlight the approaches 
to product policy of the Company. The different aspects of 
the product policy are to manufacture bread with improved 
quality and development of new varieties of bakery as well 
pQ 
as other products through constant R & D efforts . Besides 
modification, elimination and cost reduction in the light of 
changing consumer needs and requirements are also included 
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as a part of product policy of the Company. As the baked 
products are perishable in nature, therefore packaging has 
been renewed with great emphasis on preventing seepage and 
rancidity in order to enhance shelf life. In addition the 
brand name of the Company has a distinctive aspect. It is 
not only eye appealing but also has memorising value.^^ In 
short the product policy is based on consideration of 
marketing mix and profitability, besides nutritious value. 
The product of the Company has three aspects viz. 
core, tangible and augumented. The core aspect is 
nutritious. To attain the objectives of nutrition, bread is 
made of wheat which has the highest nutritious value, 
further fortified with vitamins and protein nourishment. It 
also contains caloric value for energy. Thus MFIL pursue the 
objectives of nutrition for vulnerable sections of society 
such as school going children, expectant and nursing mothers 
and those belonging to low-income groups. These properties 
are strictly observed as the Core aspect of the product. It 
enhances the main utility of benefit of the product for the 
consumer. Similarly the marketing is directed to establish 
the outstanding physical entity of the product in the 
market. The marketing management maintains a high quality 
level, brand popularity, and marks the packing attractive to 
eyes. To augument or extend its products flavours are added 
which are safe for human consumption to make its product 
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quite distinct and palative. Fruity is a cake-like product 
which is popular among consumers for its taste and 
appearance besides nutrition. There are eggless vegetarian 
cake, milk and brown sandwich breads to suit the consumers 
on belonging to differnt regions, religious and groups. " 
4.3.2 Product Mix Strategy 
The product mix of the Company consist of bread 
and buns, fruit bread, cakes, extruded food, Double seven" 
concentrate, oil, fruit juices and drinks, flour, energy 
food etc. Each of the product line has a number of product 
items.^^ 
Product Line : In order to serve different strata of the 
society, establish presence in the market and increase its 
total sales, the Company adopts, product stretching 
techniques by making use of food technology. The increasing 
participation of the Company in Government sponsored schemes 
for supplying of nutritious food to low income groups also 
warranted creation of larger capacities and stretching of 
its line through line featuring. In this venture the Company 
has developed low and expensive bread loaves of 200 grams, 
400 grams, 800 grams. Though product line fitting 
techniques, it has added some more differentiated items like 
fruity, beans, milk and brown sandwich, breads and sweet 
breads, eggless vegetarian cake so that it may compete with 
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its rivals. Besides, to improve the nutritional status of 
the beneficiaries from vulnerable groups the Company has 
also taken initiative for providing special nutritive breads 
at low price by line featuring devices. With the help of 
available modern machines and tools, the Company has further 
ben able to set up a number of additional bread lines in the 
existing bakery units at Delhi, Cochin, Madras and Kanpur to 
ensure regular . flow of quality product for prospective 
buyers 
Packaging ; Packaging plays a crucial role in marketing 
especialy in case of bread, which are of a perishable 
nature. The R & D units suggests wrappers which are both 
economical, attractive and durable. The packaging should be 
normally pleasing to the eyes and capable of resisting 
moisture so that the shelf life of the baked products can be 
maintained conveniently. Therefore there are various types 
of the packages of Titnic dioxide, loaded base paper, craft 
paper, waxed paper etc. These packings have been recommended 
by R & D unit. The Company has been able to maintain its 
quality and create brand differentiation. The wrappers 
suggest to consumer the different size and quality for 
selection in accordance with his or her preferences. The 
packages so prepared are appreciated by both consumers and 
dealers for the convenience in handling and carrying. 
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Branding : The marketing strategies also takes care of the 
brand. 'Modern' is the brand name of the breads meant for 
families. It is also appropriate to the name of the Company 
itself. The growing popularity of the brand name is an 
indicator of the success of the Company and an indicator of 
the goodwill of the Company in the market. The consumers 
like the bread for its quality and nutrition. Therefore, 
'Modern Bread' has created a brand image in the mind of the 
consumer which is not easy for the rivals to compete with. 
The repeat purchase of the product is seen in consumer's 
buying it over and over again. It is the proof of the bread 
image. There is a substantial contibution of the brand to 
total sales of the product. The popularity and the success 
of the brand has heralded a new period for the Coiftpany 
launching new products with ease, convenience and success. 
4.3.3 Product development through Research & Developnent 
MFIL, since its inception, has given utmost 
importance to R & D efforts in order to acquire a 
respectable position in the market, and to cater to the 
varied requirements of the consumers in different regions of 
the country. Being a public sector Company, MFIL has, in 
fact, always regarded the consumer's interest more than mere 
profitability. The product development programmes is a part 
of the Company's awareness of its social obligations and 
responsibility that has to be fulfilled in a competitive 
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market. The Company makes constant efforts to changing its 
existing product lines, widen markets, and to increase the 
sales volume. 
The R & D unit of the Company was established in 
1976. Initially it undertook the work of quality improvement 
of products such as aaan and development of other 
traditional wheat-based food such as kulchas and roties. 
Preliminary studies were also undertaken in this area for 
improvement in bread quality by incorporating essential 
additives, exploring the feasibility of utilising coarse 
grain flour in the production of leavened bread and 
replacement of wheat flour by the flour of other coarse 
33 grains. 
Of late, a number of other product development 
projects have also been undertaken by the R & D centre in 
order to make use of available indigenous technology, 
technology absorption, adaptation and innovation. Specific 
areas in which R & D work is carried out include new product 
development, product and process standardisation, quality 
improvement and cost reduct ion. These projects are also 
aimed at developing special varieties of bread and other 
bakery products.^^ 
The Company, through its R & D efforts has 
developed and launched milk bread, brown sandwich bread 
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having a rich formulation, and sweet bread. Other products 
developed and marketed are eggless vegetarian cake, flat 
bread, poshar. ready-to-eat extruded and energy foods, 
etc. 
The details of expenditure incurred by the Company 
on R & D activities is provided in Table Ho.4.7 As can be 
observed the expenditure incurred on R & D is very low being 
in the range of 0.10 to 0.15 per cent of the total turnover. 
This figure compared very unfavourably with the expenditure 
incurred by other industries. 
Table No.4.7 
DETAILS OF EXPEHDITURE OH R & D (MFIL) 
(Rs in lakhs) 
Particulars 1989-90 1990-91 1991-92 
Capital 1.00 1.00 Nil 
Recurring 6.05 4.43 5.81 
Total 7.05 5.43 5.81 
Total R & D Expenditure 
as a percentage of total 
turnover 0. 14% 0.10% 0.089% 
(Approx.) (Approx.) 
Source : Annuals Reports of Respective years pf Modern Food 
Industries CIndia) I.td. New Delhi. 
The level of activities in the R & D area and the 
expenditure incurred on them is likely to increase as the 
Company is conscious of the tough competition it faces in 
the market and also its obligation to the general public. 
The Company has on its planning map a number of product 
development programmes. Future plans include intensive 
research and development for bakery products, extruded food 
items, food and fruit based beverages and in the packaging. 
The Company also has plans for focussing on application of 
biochemical techniques in food processing industry. New 
product lines envisaged include marine and sea food 
products. For this plans are afoot to charter, lease or 
acquire vessels for deep sea fishing. 
Overall it can be said that despite a very low 
commitment of resources, specially funds to R & D activities 
HFIL has notched up several successes in its product 
development, process planning, and quality improvement 
efforts. The scope of future operations is wide and Company 
is expected to devote more attention to R & D in the years 
to come. 
4.4 PRICIHG 
Apart from the output and its composition, the 
problem to fix the price is of great significance for the 
growth of the industry itself. It is the price that 
represents the source of revenue and the correspondence 
volume of product sold. The competitive strength and market 
share high or low quality of the product are also reflected 
by the price charged. This part of the chapter deals with 
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the pricing aspect of HFIL. In this context it is proposed 
to discuss in detail the objectives of pricing policy and 
the elements of cost that determine the price of the 
Company's products. Finally, factors having an adverse 
impact on the cost and revenue of the Company have also been 
discussed. 
4.4.1 Pricing objectives 
While setting the price of its bread line, MFIL 
pursues the objective of parity in order to prevent 
competition, maintain loyalty and create a barrier for its 
potential customers. In pursuance of this objective the 
pricing policy of the bread of MFIL has been insrumental in 
op 
stabilising the general price level of bread. As claimed by 
the management, the Company is playing a leading role in 
holding the price of bread in its areas of operations with 
its active presence. It has further been able to maintain 
the loyalty of the consumers and products of this Company 
evoke an image of good quality food products that give value 
for money to all sections of Indian society. The Company has 
adopted the slogan of 'King of Bread' and its products as 
'Symbols of Best Food'.^'^ 
HFIL have also been subject to a differential 
policy so far as some specific areas are concerned. For 
example in Bombay in 1981-82 the Unit of MFIL supplied their 
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breads at a price lesser by 5 paise than competitive price 
O Q 
in the market. It may serve the purpose to have an edge 
over the rivals, but it runs counter to the objectives of a 
remunerative price. A fair competition is desirable but tfie 
bid to undersell does not generate healthy trade practices. 
This policy has since then been given up, yet the Company 
had incurred substantial losses in the previous years as may 
been seen in the Table No 4.10. In both 1988-89 and 1989-90, 
the losses have been incurred. The profit since 1970-71 till 
1987-88 have not been satisfactory. The profitability is 
quite low. 
Bread units operating in Delhi are subjected to 
price control policy of the Government. Consequently in the 
Union Territory of Delhi the prices of bread including that 
for MFIL are fixed by the Delhi Administration. The 
Statutory Prices have, however, been increased from time to 
time but the benefit of such a revision has always been 
offset due to unprecedented rise in the cost of inputs and 
OQ 
higher salary and wage bills. However, of late, bread 
prices have been decontrolled. 
Overall, the pricing objectives could be stated 
simply as being two fold: to hold the price line in a 
competitive market, and to maintain parity and stability 
with regard to bread which is a staple product and consumed 
by masses. 
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4.4.2 Price Deternination 
At MFIL the price is determined on the basis of 
market conditions rather than the cost. As per its stated 
objectives of stabilising market price in the areas of its 
operations, the Company tries not to create price rivalry. 
The quality of product is not compromised to profit but 
amount of profit could be minimised for stabilising the 
price of the bread. Inspite of steep increases in the cost 
of raw materials, enhancement of wages and various factors 
which has escalated the cost of production in general, no 
increase in the price of 'Modern Bread' has been effected. 
This policy of MFIL has been instrumental is stabilising the 
general price of bread in the entire market.^^ 
An illustrative analysis of the cost reveals that 
the actual cost of MFIL to make a standard loaf is very high 
as has been shown in Table no.4.8 indicating average of 
elements of cost of 100 bread loaves of white bread at 66.2% 
capacity for the month of January 1991. Theoretically, there 
are two components of cost, the variable and fixed. From the 
Table it is quite clear that the variable element accounts 
substantially to the cost viz. Rs. 172.97 out of total cost 
of Rs. 214.89. The net contribution of the selling price 
towards the fixed cost is Rs 32.45. This is lesser than the 
actual fixed cost of Rs 41.92. Simultaneously the analysis 
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of various components of cost that go to constitute variable 
and fixed costs for making 100 loaves of bread of 400 gms 
each as depicted in Table no.4.9 show that the total 
variable cost (VC) comprise direct materials such as maida, 
wrapper etc. and variable overheads in the form of overtime 
and payment of casuals, consummable stores, service (power, 
fuel, and water), repair and maintenence, establishment 
cost, interest and distribution cost etc. In monetary terms 
the total variable cost amounts for 81.86% out of which 
maida, wrapper cost 81.24% and the remaining overheads about 
21%. However, after making adjustments towards the 
realisation for crumbs, defective returns etc., the net 
varaible cost arrived at is 80.49% of total cost. Likewise 
another part of fixed cost of MFIL includes four items viz. 
Salary and allowances and some other fixed costs which 
account for 19.47% . Of which salary and allowances alone 
are 14.57% and the other components carry about 5%. 
These details of cost components of MFIL highlight 
the fact that, on an average the cost of manufacturing 100 
bread loaves of 400 grams, at 86.28% capacity are much 
higher than the net realisation of the Company. In fact the 
cost of sales assumes importance for its relevance to profit 
and profitability. In order to review the aggregate cost of 
sale, a resume of sales and cost of sales during 1968-69 to 
1989-90 has been furnished in the accompanying Table no. 
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4.10. From the table it is observed that on an average this 
value veers around 90%. Likewise percentage of profit to 
sales is varying within a range of about 2% to 10%. However, 
during 1990-91 and 1991-92 the cost of operations increased 
substantially due to steep rise in the input prices of 
materials such as maida. payment of arrears to employees, 
delay in collection of funds, increase in statutory levies 
and administered prices of bread in Delhi, etc. 
Overall, it is observed that the price 
determination at HFIL is done primarily on the basis on 
competitive pricing, the ability of the consumers to pay, 
need for stabilising prices and holding the price line. 
These social objectives do create a problem for the Company 
as the financial analysis reveals that the prices charged do 
not cover adequately the costs incurred on different 
activities. Only a delicate balancing between the economic 
and non-economic objectives can resolve the problem of 
fixing prices and maintaining profitability. The next part 
of this Chapter takes up the factors that create an adverse 
impact on the cost and revenue for the Company. 
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Table No.4.8 
SHOWING ELEMENTS OF COSTS AT VARIOUS CAPACITIES 
1. Capacity 66. 28% 100% 
2 . Number of standard 
loaves produced (Lakhs) 11, 92,58, .28 17,99,318 .47 
3. Net Sales Realisation 
(Per 100 Stand. 
Loaves) (Rs.) 205, 42 205 .42 
4 . Variable cost (Rs. ) 172 .97 172 .97 
5. Contribution (Rs. ) 32. 45 32 .45 
6. Fixed Cost (Rs. ) 41 .92 27 .78 
7. Total Cost (Rs. ) 214. 89 200, .75 
8. Profit & Loss (Rs. ) (-) 9 .47 4 .67 
Source : Values computed with the help of costing report 
for the month Jan.1991. of Modern Food Industries 
(India) Ltd. 
251 
Table No.4.9 
AVERAGE OF ELEMENTS OF COST OF WHITE BREAD OF BAKERY UNITS 
(month ending January 15, 1991) 
(Average of 13 Baking units of Modern 
Food Industries (India) Ltd. 
S.No. Items Cost Percentage 
Rs. to Total 
Cost 
A) Net Realisation (P/S.L.) 
100 Loaves 205-42 
B) Direct Material Cost 
(1) Maida 94-89 44.16 
(2) Wrapper 18-35 8.54 
(3) Other Raw Materials 18-38 8.54 
Total Raw Material Cost (B) 131-80 81.24 
C) Variable Cost 
(1) Overtime & Payment to Casuals 3-84 1.89 
(2) Consumable stores 8-88 3.19 
(3) Servioes(Power,Fuel,Water etc.)14-20 8.81 
(4) Repairs & Maintenance 5-08 2.38 
(5) Other Establishment cost 5-09 2.37 
(8) Interest 4-11 1.91 
(7) Distribution cost 5-33 2.48 
Sub Total of (C) 44-31 20.81 
Total of (B) & (C) 175-91 81.88 
D) Less Realisation for crumbs 
Defectives, Returns & Empties 2-94 (-)1.37 
E) Het Variable Cost 172-97 80.49 
F) Contribution per S.L. (A-E.) (205.42-Rs 172.97) 32-45 15.10 
G) Fixed Cost 
(1) Salary & Allowances 31-30 14.57 
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(2) Depreciation 4-21 1.96 
(3) Head Office Overheads & 
Cent. Publicity 6-10 2.84 
(4) Other Fixed Cost 0-31 0.10 
Total of ...(G). 41-92 19.47 
H) Total of Fixed & Variable 
Cost (E+G)-(Rs.172.97+Rs 41.92) 214-89 
I) Net Profit & Loss 
(A-H) (Rs.205-42 - Rs 214-89) (-) 9.47 
Source : Average of 13 Baking units of Modern Food 
Industries (India) Ltd. 
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Table Ho 4.10 
SHOWING THE COST TREND DURING 1968-69 TO 1989-90 
(Rs. in Lakhs) 
S.No, Year Sales Less Cost of %age %age 
Profit Sales of Cost of Profit 
before of Sales to Sales 
(Rs . ) Tax(Rs) (Rs . ) to Sales 
1. 1968-89 181 .21 (-)2.34 163 .55 100 
2 . 1989-70 238 .90 (-)9.29 248. . 19 100 -
3. 1970-71 401 .85 8.19 393 .66 97.96 2.4 
4. 1971-72 588 .74 52.93 533 .81 90.99 9.01 
5. 1972-73 751 .87 62.45 689 .42 91.69 8.31 
6. 1973-74 851 .58 77.24 774 .34 90.93 9.07 
7. 1974-75 1251 . 17 103.14 1147 .86 91.74 8.26 
8. 1975-78 1267 .93 17.59 1250 .34 98. 61 1.39 
9. 1978-77 1355 .41 43.19 1311 .81 96.78 3.22 
10. 1977-78 1467 .07 57.21 1409, .86 96.00 4.00 
11. 1978-79 1423 .87 46.51 1377 .36 96.70 3.3 
12. 1979-80 1620 .09 49.67 1570, .42 96.90 3.1 
13. 1980-81 1912 .55 77.79 1834 .76 95.9 4.1 
14. 1981-82 2318 .82 228.32 2090, .5 90.0 10.0 
15. 1982-83 2585 .74 267.54 2318 .2 69.65 10.35 
16. 1983-84 2904 .80 297.40 2607 .4 89.76 10.24 
17. 1984-85 2829 .23 237.65 2591 .58 91.6 8.4 
18. 1985-88 2904 .52 226.35 2678 . 17 92.2 7.8 
19. 1988-87 3381 .94 207.93 3174 .01 93.85 6.15 
20. 1987-88 3768 .90 174.76 3587, . 14 95.00 4.69 
21. 1988-89 3974 .60 (-)76.13 4050 .73 100.0 -
22. 1989-90 4434 .51 (-)39.38 4473 .89 100.0 -
23. 1990-91 5179 .41 HA NA NA NA 
20. 1991-92 6130 .07 NA NA NA NA 
Sources 
( 1 ) 
( 2 ) 
Sales figures taken from Annual Reports of 
respective years (Schedules etc.) of Modern 
Food Industries (India) Ltd., New Delhi. 
Figures of Profit before tax taken from 
Annual Reports of respective years and 
Statements of Modern Food Industries (India) 
Ltd., New Delhi. 
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4.4.3 Factors affecting cost and revenue 
In the previous part, it has been observed that 
both cost and revenue aspects of the MFIL have been 
adversely influenced due to a large number of factors which 
are impeding the economic viability of the bakery units of 
the Company (Table No.4.11). These constraints have, 
therefore, to be studied in detail so that positive measures 
may be considered to exercise control over them. With this 
background various factors impacting the cost and revenue 
aspects of the Company have been discussed under different 
headings in the paragraphs that follow. 
Cost side : On the cost side various factors affecting the 
cost of sales significantly are the high cost of inputs, 
lack of quality of maida. idle and unutilised capacity, 
operational drawback, improper distribution system and 
inadequate cash flow. These factors are being discussed 
below. 
1. High cost of manufacturing : Excessive cost of 
production and the resultant losses are due to exorbitant 
rates and steep rise in prices of all inputs including 
disproportionate amount of variable to fixed overheads of 
the Company, inadequate staff leading to overtime burden and 
lack of quality of maida. 
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2. Inflationary impact on variable & fixed overheads : In 
bread making maida. sugar, vegetable oil, yeast, wrapper are 
significant input materials. It is evident from the 
accompanying table no.4.12 that during the preceding 5 years 
ending 1991-92 the price of jiaida went up by 64%, Sugar 50%, 
vegetable oil 52%, wrapper 94% and yeast 9%. 
Table No.4.11 
AN OVERVIEW OF FACTORS AFFECTING COST AND REVENUE OF MFIL 
Cost side: 
1. High cost of manufacturing 
a. Inflationary impact on variable 
and fixed overheads 
b. Inadequate staff 
c. Defective bread quality 
2. Unutilised capacity 
a. Withdrawal of quota system 
b. Over and understocking 
c. Lack of orders for bread supply 
d. Strikes 
3. Operationaldrawbacks 
a. Non-observation of norms for 
production operations 
b. Poor maintenance of equipments 
and tools 
c. Lack of product stretching 
d. Paucity of technical hands 
Revenue side: 
1. Administered prices 
2. Policy of holding 
price line 
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4. Improper distribution systeiri 
a. Lack of proper supervision 
b. Interunit transfer pricing 
5. Inadequate cash flow 
a. Mounting doubtful debts 
b. Idle cash balance 
Besides input cost, the other variables and fixed 
overheads of the Company as a whole have also been ascending 
to an unbearable extent due to inflationary impact as 
depicted in Table no 4.13. A cursory look at some of the 
major items of expenditure on account of variable overheads 
show that cost of power and fuel, distribution advertising, 
dealers commission, bank charges, repair of machinery 
charges etc. have risen within a range of 17.75% to more 
than 100% during a period of 5 years from 1987-88 to 1991-
92. Moreover, the impact of inflation is much more damaging 
to meet fixed overheads in terms of salaries and wages which 
have been rising continually due to interim relief and other 
periodical increases and dearness allowances. As may be seen 
from the Table that during the period under review, the 
overall increase on Company's exchequer went up by 48.51%.In 
addition, the fixed overheads at unit levels include not 
only salary, allowances, depreciation etc. of the concerned 
units but also high proportion of fixed overheads of head 
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office. Consequently the amount of contribution become 
inadequate to absorb ever increasing cost of fixed overheads 
resulting into considerable loss of the units as well of the 
Company as a whole. 
Table Ho-4.12 
PRICE TREND OF RAW MATERIALS AND OTHER INPUTS USED III BREAD 
MAKING AT VARIOUS UNITS OF MFIL DURING 1987-88 TO 1991-92 
S.to. I t » liriit of 1987-83 Price 1991-92 Price iage increase 
(teasureoerit per per in 1991-^ over 
Quantity Value Kg Quantity Value Kg 1987-98 (Per fig). 
1. Wteat Flour Kg 5.00,72,253 2.66 5,43,01,397,96 23,75,41,700 4.37 64.28 
2, Sugar Kg 29,52,498 1,67,73,573 5,63 27,66,122.00 2,36,21,695 8.54 50.35 
3 J Fresh l a s t Kg 7,7i,245 78,73,574 10,14 7,63,5^1,72 34,72,565 11.09 + 9.36 
4. Salt Kg S,9£,,38i 8,77,328 0,97 9,40,908,30 11,70,443 1.24 27.83 
5. Vanaspati/oil/ 
RGO/Fat 
Kg l l ,7 i ,902 2,75,ffi,951 23,41 11,36,765,60 4,05,62,;<ie 35.68 52.41 
0. t^apfcr Kg 11,22,313 2,12,76,030 18,95 11,25,148,46 4,13,22,659 36.72 93,77 
7, Sugar Flour Kg 3,5B,876 12,90,967 3,58 2,93,814,38 16,45,265 5.60 56.42 
8. RiscelldTfeous Kg - 2,72,06,913 3,24,72,817 - * 19.35 
Total 23,62,00,740 38,66,09,652 63.67 
Sources : Annual Reports of respective years of Modern Food 
Industries ('India) Ltd. New Delhi. 
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Table Ho.4.13 
TREND OF EXPENDITURE OH MAJOR ITEMS DURING 1987-88 & 1991-92 
Modern Food Industries (India) Ltd. 
S.No. Items of Expenditure 1987-88 1991-92 %age increse 
Rs. Rs. in 1991-92 
over 
1987-88 
1. Salary, wages & Bonus 5,84,48,227 8,68,03,149 48.51 
2. Power & Fuel 2,60,98,893 3,66,91,318 40.58 
3. Distribution Expenses 1,28,78,853 1,72,60,229 34.02 
4. Advertisement & 27,35,397 78,49,544 186.96 
Publicity 
5. Dealers Commission & 15,23,677 6,59,226 (-) 58.7 
Incentive 
Brokerage & Discount 1,25,902 1,54,968 23.0 
Bank charges 4,05,604 5,51,991 36.0 
Repair-Plant & Machine 51,49,114 60,63,206 17.75 
Overtime Expenses 36,45,917 46,60,660 27.83 
Sources : Annual Reports of respective years of Modern Food 
Industries (India) Ltd. New Delhi. 
b) Inadequate Staff : Besides due to inadequacy of staff, 
various units are forced to arrange casual workers who are 
generally raw hands. Regular and trained employees are also 
detained to work overtime (OT) particularly for important 
process points, This creates an additional burden towards 
cost of production. Further engagement of casuals and 
detaining employees on OT have legal complications. Units 
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have to keep a watch sothat no casual worker is allowed to 
complete 240 days in a year. Also OT is paid to an employee 
for 25 Hrs. limit ever month and Units have to allow them 
casual off (C.O.) for balance O.T. hours which attracts 
absenteism also.^^ This has an adverse affect on efficiency 
of production. 
(c) Defective Breads due to lack of quality : Of maida the 
Company has to bear a higher cost and low quantity of the 
product. It is also largely responsible for defective loaves 
causing recurring losses to the Company. In other words the 
improper quality of maida alone has resulted in defective 
production of finished breads which are returned from the 
market unsold. Company's oven flour mill at Faridabad is 
also not able to supply quality of flour. It is the 
complaint about the flour supplies by the mill that the WAP 
(Water Absorption Power) is comparatively low, has dull 
colour, gluten quality is weak. This has been pointed out by 
the unit General Manager. Yearwise defective and market 
returns of the Company as a whole is shown in the Table 
No.4.14. and unitswise in Annexure 4.3. 
EGO 
Table No.4.14 
DEFECTIVE BREAD AND MARKET OF MODERN FOOD INDUSTRIES <INDIA) 
RETURNS (LTD.) 
Figure in %age 
S.NO. Year Average of Company 
Defect ive Market Returns 
1. 1980-81 0.81 0.39^ 
2. 1981-82 0.50 0.45 
3. 1982-83 0.62 0.70 
4 . 1983-84 0.59 0.78 
5 . 1984-85 0.70 0.87 
6. 1985-86 0.63 1.022 
7. 1986-87 0.78 1.23 
8. 1987-88 
April '87 
1.03 
Feb.'83 
1.38 
Source : 1. hg^iuia Qf General Managers' Conference held 
on 14th and 15th April, 1986. 
2. Agenda of general Managers' Conference held 
on 19th and 20th April, 1988. 
The figures incorporated in the Table No.4.13 
support the contention that poor quality of raw material 
underline the substantial losses. In 1980-81, the Company 
had to accept 0.39% of loaves back. It amounted to 0.81 of 
the total bread produced. The trend of the defective breads 
kept on rising. In 1986-87, 0.78 of the total bread produced 
were defective and 1.23% of the product sold were returned 
to the Company. 
2. Unutilised Capacity : The profitability of the bakery 
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unit of MFIL is eroded because it is saddled with an idle 
capacity of 34%. The major factors for idle capacity 
include withdrawal of quota system, erratic supply of 
quality of maida. over and under stocking at various units, 
and shortage of orders for regular bread supplies etc. The 
Company is therefore, not able to take the benefit of 
economics of scale. This results into raising per unit cost 
of production. 
(a) Withdrawal of Quota System : Initially the Company had 
a quota which was a security against fluctauating supplies. 
But the quota system for the supply of wheat by the Ministry 
of Food and Civil Supplies has been w i t h d r a w n . N o w the 
Company has to depend for these materials on the open market 
where quality flour supply is not easily available at a 
reasonable rate. Moreover, as mentioned earlier. Company's 
own flour mill at Faridabad is also not able to supply 
required quantity and quality of flour to the units of the 
Company regularly. Although this mill is functioning as 
captive unit for supply of maida to bakery units of the 
Company, the production of the mill remains low due to lower 
procurement of wheat not meeting the parity.^^ This 
ultimately leads to idle capacity. Here it is a matter of 
great concern to note that the Roller Flour Mills which 
Supply milled maida to the bakery unit of the MFIL procure 
wheat on behalf of the Company from Director,Civil Supplies 
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at PDS concessional rates. Whereas the Director, Civil 
Supplies took stand in 1989 that the Company is not eligible 
for supply of wheat at PDS concessional rates and the supply 
was made erroneously at concessional rate.^^ 
(b) Over and Under stocking : Inventory management is also 
reported to be a serious problem which is responsible for 
ideal capacity to a large extent. The inventory level has 
been generally below the requirements of manufacturing 
units. The inventories are maintained at the Unit level. 
There is lack of coordination between the Units in regard to 
inventories. For instance, the Faridabad flour Mill is cited 
in the reports of General Manager, Jaipur unit as 
responsible for the excessive level of inventories. The mill 
supplies bags ofmaida without any request of the unit. It is 
in contrast with the deficient inventories in other Units 
whereas the Jaipur unit was unable to cope with huge stocks 
of maida due to lack of ware-housing facilites. It resulted 
in much loss of the maida because of undetected pilferage, 
spoiling and decay. The loss of raw materials raises cost 
and results in financial losses. The Units languishing for 
4 'i 
want of maida had to cut back their production. As a 
result of this, the proper utilisation of capacity is badly 
affected. 
(c) Lack of orders for bread supply : In more recent times, 
the Company is facing the problems due to non-receipt of 
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orders for nutritonal as well as other institutioal supplies 
to railways and airways, army canteens, hospitals, hotels, 
educational institutions, welfare programmes etc.^® This has 
also affected capacity utilisation. 
(d) Strikes : Strikes at various units of the Company are 
also responsible which take place off and on. This results 
in unexpected production disruption and affect the concerned 
units adversely. 
3. Operational Drawbacks : Operational draw backs of 
various nature also lead to high cost of production. In case, 
of MFIL non-observance of technical norms, poor maintenance 
of equipments, non-compliance of Standard production norms 
and inadequate and untrained staff are the main operational 
drawbacks that affect cost adversely. 
(a) Non-observance of norms for production operations : The 
temperature and the dough preparation are both important for 
a quality baked product. Lack of non-observance of the set 
norms in these areas has led to the problem of quality. It 
is cited in the Company reports that the lack of control on 
temperature and humidity conditions for proper fermentation 
for much of the defective breads. Similarly, the variation 
of dough preparation and formulation of ingredients such as, 
milk powder, yeast, salt, sugar etc. has also affected 
quality of the bread. 
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(b) Poor maintenance of equipments and tools : Similarly 
poor maintenance of equipment and tools also account for 
repair and renewal. A large number of tools and equipments 
are involved in bread making. It requires proper maintenance 
to turn out quality product. The mixing machines, 
fermentation equipments, divider, dough bowl, hoist, 
moulder, oven, conveyors, Depannovac ancillary equipment 
such as, chilled water equipment, bailler and air compressor 
are the main equipments and machines. Properly maintained 
equipments and machines are absolutely necessary for quality 
products. It is reported that they operated in a defective 
conditions by untrained personnel. The Unit concerned have 
specific guidelines for proper maintenance and smooth 
operations. The guidelines are not usually followed. As a 
result, the routine repair and overhauling remains overdue 
for months together. It results in defective production, low 
yield and high cost of maintenance. It is further reported 
that the excess utilisation of wrapper over standard norms 
resulted in an extra expenditure of Rs. 3.77 lakhs to Delhi 
unit alone. This is also due to machine being continuously 
4R in operation which has worn out. 
(c) Lack of Product Stretching : In order to supply breads 
to all segments of the population it is considered desirable 
by the management to undertake upward and downward 
stretching. However, the size and weight of bread loaves are 
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governed by Weight and Measurement (PC) Rules. Due to the 
operation of rule Product Stretching Practices are not 
possible. In some cases various units are reported to have 
suffered huge losses as they have not followed the standard 
productive norms. In the area of packaging the units of the 
Company are facing the problems of Weight and Measurement. 
In order, to make available bread to lower strata poeple in 
small packet, some of the units had approached for the 
production of bread in different sizes other than the 
standard sizes prescribed under Packaged Commodities Rule. 
According to standard of Weights and Meaurement (Package 
commodities Rules) 1977 the bread is to be baked and packed 
only in 100 gm., 200 gm. 400gm., 800 gm. and 1200 gm. sizes. 
This rule is applicable for interstate trade. Some of the 
units have started producing packs of 350 gm., 300 gm. while 
some are inclined to produce bread of 150 gm. and 600 gm. 
sizes. Since these different volumes of breads do not fall 
within the definitions of the prevailing act, therefore 
these sizes are not possible to be produced in the existing 
tins as the quallity of bread will be poor. For accounting 
purpose too, 350 gm. loaf is taken as one standard loaf 
(SL). A 350 gm. or 300 gm. pack could only be considered as 
one PU and never one SL. Production of such packs is not 
economical as the proofing time is much longer i.e. 15 min. 
in case of 350 gm and 45-50 minutes in case of 300 gm. 
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sizes. Long proofing in the existing tins lead to collapsing 
of the dough and further affects texture an poor crumb 
colour. Moreover, when the quality of flour is poor, there 
is a great tendency to collapse during proving. While 
planning production of bread of such sizes, no due 
consideration of loss in production time and poor quality 
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product has been taken into considerat ion.**^ In other words 
the Company is unable to undertake upward and downward 
stretching. 
(d) Paucity of Technical Hands : The Company is facing 
serious problem in respect of training technical hands. Due 
to inadequacy of trained hands, production operations and 
handling of machines is done by untrained and non-technical 
personnel who do not possess technical know-how in 
exercising control of operation, equipments and their 
maintenance. This has resulted into production loss of 
varied nature and serve damage of capital nature involving 
heavy expenditure to set it right again. The limitations of 
the Company in this behalf is that, according to the present 
policy, recruitment is made of only those candidates who 
have been sponsored by the Employment Exchange. These 
candidates are untrained and inexperienced and the Company 
in this way is not able to get suitable technical hands. 
4. Improper Distribution System : Distribution system of 
bread in the Company is also not undertaken with caution. In 
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this area, factors affecting the cost of sales are mainly 
concerned with market return, and improper determination of 
inter-unit transfer price. 
(a) Lack of Proper Supervision : Market return, besides 
quality of maida and operational drawbacks, as shown in 
Table No.4.14, earlier, are also due to inadequate and 
improper supervision over distribution of bread. An enquiry 
into the matter revealed that these returns are a result of 
both untimely delivery of fresh breads at retail shops and 
private dealership who also deal in a number of other bakery 
brands.^^ Moreover, the returned bread exceed the prescribed 
norms. This has been pointed out by the auditors in the 
accounts reports forthe year ended on 31 march 1987-88^^. It 
is now recorded as a normal trade practice to replace the 
sales. In this way the Company's policy viz-a-viz sales 
return appears to be liberal and causing huge losses. 
(b) Inter unit transfer Pricing : Similarly the practice of 
the Company regarding transfer of breads from one Unit to 
another has been criticised by auditors due to lack of 
proper accounting. The auditors insisted on accounting of 
inter-unit transfers seperately. It would be helpful in 
maintaining proper control on distribution at Unit level. 
There is further complication of duplication in the 
computation of sales and purchases in case of inter-unit 
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transfer. The prices are determined by the Head Office on 
regional basis. For instance, the price of bread in Jaipur 
was higher than that in Delhi. The inter-transfer is valued 
at the price in region of transfer, without any reference to 
cost of production. This has also been pointed out by the 
auditors in their Statutory Report for 1988-89 that inter-
unit transactions are recorded on the basis on rates fixed b 
Head Office, instead of the manufacturing cost.^^ The inter-
unit transaction indeed inflate the sales value. 
5. Inadequate Cash Flow : Due to inadequate cash flow the 
Company has to borrow funds in the form of overdraft at a 
higher rate of interest which unnecessarily escalates the 
cost of manufacturing. In this context, the problem of 
doubtful debts and idle cash balance are of prime concerns. 
(a) Mounting Doubtful Debts : The mounting doubtful debts 
have led to dissipation of funds on the one hand and 
lowering of profitability on the other. As per Auditors' 
report for the year 1984-85 the Calcutta Unit held doubtful 
debts of Rs. 2,537.59, the Bombay Unit Rs. 1,33,295, the 
Ujjain Unit Rs. 45,150.78, the cochin Unit Rs. 1,833.54 and 
Indore Unit Rs. 1,08,841.67. 
The overall position in respect of Sundry debtors 
and turnover of the Company as a whole is shown in the Table 
Ho 4.15. 
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Table Ho.4.15 
SUNDRY DEBTORS & TUR80VER DURIHG 1987-88 TO 1991-92 
(Modern Food Industries (India) Ltd. 
S.No As on 
31st March 
Book Debt 
considered 
good 
Book Debt Sales 
considered 
doubtful 
%age of 
Debtors to 
Sales 
1. 1987-88 319.65 54.39 4591.10 8.14 
2. 1988-89 247.64 55.44 4788.84 6.33 
3. 1989-90 316.01 56.27 5180.00 7.19 
4. 1990-91 312.63 56.23 5657.99 6.52 
5. 1991-92 325.85 61.78 6412.70 8.04 
Sources : Annual Reports of respective years—Hodern—Food 
Industries (India) Ltd., New Delhi. 
This table showing Sundry Debtors and their 
percentage to Sales clearly indicates that the cumulative 
effect of the Doubtful Debts may have serious negative 
impact on the management of working capital. It seems, that 
negligence has more to account for the recoverble doubtful 
debts. For instance, the recoverable claims in Chandigarh 
Unit of Rs. 8,463.22 on account of 865 crates found short 
during the physical verification in 1986-87 has not yet been 
taken up by the Unit management.^^ Similarly in Bangalore 
Unit the institutional customers such as hospitals and other 
government organisation have disallowed a sum of Rs. 
1,22,86.66 while settling the bill in 1989-90. No steps have 
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been taken to claim the amount.^^ The management cannot be 
indifferent to the huge recoverable outstanding debts. Thee 
is no doubt that mounting doubtful debts will reduce the 
profitability of the Company in the long run. 
(b) Idle Cash Balances : There is another problem of great 
significance which adversely affects the liquidity of the 
Company. The Head Office manages the inventories of all the 
Units while the cash sales proceeds are held by the Units 
themselves. It creates the problem of cash flows for the 
Head Office. The Units are holding surplus and idle cash 
balances while Head Office has to resort to overdraft with 
incidental cost of interest telling upon the profitability. 
6. Revenue Side : It is true that the volume of sales in 
respect of longer period will generally be higher when the 
price level is lower and vice-versa. However, in the period 
of rising cost proportionate increase in the price level is 
also an equally important factor. The revenue of the 
enterprise is directly linked with the price at which the 
product is marketed. Thus part of the section deals with 
factors that impact the revenue side of operations. 
1. Administered Prices : A case of MFIL is on hand to 
examine the impact of pricing of bread on the inflow of 
revenue of the Company. As mentioned in the previous part 
the cost of manufacturing of bread has been mounting 
271 
heavily due to a number of factors on the one hand and on 
the other the prices of bread manufactured by various Units 
of the Company are subject to dual control. First the 
prices, of breads of all the bakery Units operating within 
Delhi are governed and controlled by Delhi Administration. 
In which case, MFIL, like others, has no option but to sell 
the bread irrepective of its cost at a price fixed by the 
Government. Though the statutory price has been enhanced 
from time to time the revision of price has been offset due 
to steep rise in the prices of raw materials affecting 
simultaenously the profitability of the unit. As bread 
prices in Delhi are reported to have been decontrolled, the 
situation in future is expected to be eased provided other 
things remain the same, 
2. Policy of Holding Price Line : Secondly, in other parts 
of the country where the Units of the Company operate, its 
own policy to hold price line for bread, to fulfil the 
objective of making it available at a reasonable price is 
also largely responsible for reducing the revenue. 
Nevertheless, in both the situations a large number of 
bakery Units of the Company have to suffer huge losses which 
have already been discussed earlier. 
The above detailed description clearly reveals 
that the various constraints that have adversely affected 
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cost as well as revenue aspects of the Company should be 
managed properly as a public sector Company like MFIL will 
not be able to meet social objectives, for which it has 
specifically been established unless adequate profitability 
is ensured for its survival and growth. 
4.5 DISTRIBUTION 
After having discussed the Pricing aspects of, 
MFIL with regard to bread, the next element of marketing mix 
is the channel of distribution. Distribution aspect of the 
Company is concerned with selection and locating middlemen 
in order to efficiently move the product from factories to 
customers and meet the needs of customers without exceding 
the resources available. 
4.5.1 Channe1 Obj ectIves 
As the Company is dealing with convenience food 
items having low shelf life like bread, buns, and allied 
baked products, therefore distribution network evolved by 
the MFIL has three basic objectives to fulfil viz., 
presentation of fresh and quality products which are by 
nature perishable goods; cost efficiency'in distribution for 
competitiveness in the market and economy in and control 
over the distribution. 
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4.5.2 Channels of Distribution 
The system of distribution has been selected afer 
giving due consideration to various factors like product 
nature, consumer characteristics, cost of transportation, 
etc . 
To reach its target market the Company employs its 
own fleet of vehicles for distribution of breads at points 
of convenience to consumers. The channels of distribution 
comprises Sales distributors for retailers in the area, 
distribution direct to retailers through its own fast-moving 
vehicles. Salesman and Sales-men-cum-drivers for direct 
distribution to consumers and retailers. Through its 
distribution system, the Company also fulfils the social 
objectives towards scheduled castes/scheduled tribes and 
weaker sections of the society by appointing them 
wholesalers and alloting them distribution agencies on 
preferential basis. As already discussed earlier 
franchising system of distribution is a new innovative 
channel. The Company has adopted this in 1977 to expand its 
market in the wake of Government's policy to resource bakery 
industry for small scale sector due to which further 
expansion of the capacity was not possible. The Company thus 
covers different parts of the country under its Franchising 
System of distribution. The Company is on the threshold of 
making further headway in this activity in the years to 
come. The Company in this manner in making efforts to do 
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better with rationalisation and intensification of the 
distribution system, mobilising new out-station markets and 
institutional consumers so that the sales may go up bringing 
better returns. 
4.5.3 Factors affecting distribution systen 
MFIL inspite of its all efforts to attain 
distribution efficiency of units is also beset with numerous 
problems in distributing the products. The main constraints 
in the process of distribution which the various units come 
across are concerned with high transport cost, tough 
competition, incentive to delears, lack of delegation of 
power at unit level, and untimely supply of bread. 
Cost of Transportation : The transportation cost has been 
rising continuously since 1978. It was between 20-30% in 
1978 in various states of the country which has since gone 
up to an unbearable extent and had adversely affected the 
C O 
distribution cost in general. Further the exorbitant rates 
of diesel, and petrol together with non-availability in 
required quantity, at certain times makes it difficult for 
manufacturing units of MFIL to distribute their products at 
Peak time of Sales. 
Dealer's Incentives : Profitability of the units entirely 
depends upon the amount of sales. In this area, the units 
depends upon dealers who simultaneously sell the competitors 
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products. This situation poses another problem of market 
competition which is all time very unfair and unethical by 
the competitors of Private Sector bakeries. They adopt 
unfair practices frequently to get their sales increased. It 
is reported by the management of MFIL that any planning for 
marketing get disturbed by such tactics. In this behalf 
commission, trade margins etc. are the main issues. Various 
Sales promotion schemes have been sanctioned to the various 
units by the Head Office to deal with such situation but 
despite financial burdens imposed by such sales promotion 
schemes on the units, the results do not come as per the 
expectation. In implementation of such schemes, the 
middlemen inspite of all possible controls, act unethically 
and create problems for the Company. The dealers receive the 
benefit by way of cash discount, quantity discount, credit 
facilities and the facilities to return the unsold stock. In 
this context one of the unit (Jaipur) has suggested that 
since they are already bearing the additional expenditure 
through such sales promotion schemes they should be allowed 
to increase the trade margins directly. This will definitely 
attract ultimately the Seller/retailer and any activity of 
their middlemen in their own selfish interest may be avoided 
easily and thus increase Sales.^^ 
Lack of Delegation of Power at Unit Level : Apart from this, 
the management at Unit level is also constrained to take 
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quick decisions to allow additional incentives to dealers in 
tune with the competitors from the Private Sector. For 
instance, the enhanced quantity and cash discount by the 
competitors serve as a strong incentive to private dealers 
to sell their products. The units of the Company are unable 
to follow suit because such increase in the incentives need 
prior approval of the management at Head-Quarter. 
Unscheduled Delivery of Bread : Moreover, it has also been 
noticed that carelessness of the vehicle operations to stick 
to the Schedule of supplies to dealers has also been 
responsible for the loss of Sales opportunities. It has been 
cited that the dealers do not receive the "Modern Bread" in 
time for breakfast in the morning or for the dinner in the 
evening. This happens due to coniveance of the vehicle 
operators as well as due to improper supervision and control. 
As also mentioned earlier that distribution system 
does not conform to an appropriate credit policy as well. 
The mounting doubtful debts are indication of laxity in 
recoveries of outstandings. Those responsible for sales do 
not seem to bother about the recoveries as much as for the 
targeted Sales. Moreover, the distribution system evaluated 
on the basis of cash realisation reveals that mounting 
doubtful debts have led to disipation of funds causing the 
problem of liquidity due to lack of cash inflow. 
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The factors as discussed above have worsened the 
proper distribution of products leading to low sale volume, 
high market return, low cash flow and strain on liquidity. 
4.6 ADVERTISING AND SALES PROMOTION 
Production without selling is of little use. The 
production that has no demand is considered as a liability. 
It is, therefore, essential to make continuous efforts to 
create customers who may aspire the need of the Company's 
product and its sales may increase. Both advertising and 
sales promotion are important devices which contribute to 
increase sales of the product. These aspects as observed in 
MFIL are being discussed in the paragraphs that follow. 
The Company since its inception had undertaken 
advertising campaign to establish primary as well as 
selective demand and in addition to put in the mind of the 
consumer the need for vitaminised bread. In its effort to 
create demand, the Company conveys through advertisement the 
core benefit that provides energy to the human body. Further 
it strives to create a distinctive brand image of Modern' 
and relate it to the consumers need for the essential 
elements for maintaining good health such as vitamins, 
proteins and minerals. Various aspects of advertising and 
Sales promotion undertaken by MFIL are described below: 
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4.6.1 Media of Advertisenent 
In order to accomplish the objective of covering a 
wider span of population the Company at its initial stage 
i.e. in 1969-70 has undertaken publicity campaign through 
various media viz. Press, Outdoor, literature and other 
Rfl 
Miscellaneous forms to communicate with the prospective 
consumers. 
The main form of the Company's press media 
included newspaper, magazines, trade journals of Bakers 
Association, Company's own journals, periodicals and annual 
reports etc. These are supposed to be read by the general 
and specific groups of people. Outdoor advertisement is 
undertaken through posters as well as vehicular display for 
attracting the attention of the general public. Further as a 
part of Government sponsored programmes of providing 
nutritious diet for weaker sections including school going 
children, lactating mothers and nursing mothers, it also 
brings out literature in the form of leaflets, circulars, 
brochures etc. in vernacular languages for distribution free 
of cost.®^ 
4.6.2 Copy of Advertisement 
To convey the message of the Company's products so 
that it may evoke an image of good quality of food 
products and value for money to all. The copy of the 
advertisement are compose with an aim to inviting attention. 
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imparting knowledge of intake of nutrients, and symbolising 
and popularising the brand as 'Modern Bread' a term which 
can be easily metriorised, recognised and become a household 
word. As claimed by the Company it has fulfilled these 
objectives and its bread is assumed to be the 'King of 
CO Breads' and its other products as 'Symbol of Best Foods'. 
4.6.3 Sales Promotion 
Sales Promotion on the other hand is an approach 
different from advertising, publicity and personal selling. 
It stimulates consumers purchasing, and dealers and salesmen 
effectiveness. In fact these are non-recurrent selling 
efforts not adopted in the routine course. In case of 
marketing of convenience food items advertising 
effectiveness is sometimes hurt because of proliferation of 
competing brands and rising cost of advertising in 
appropriate media. These factors have, therefore, 
constrained the food processors to undertake sales promotion 
programmes for providing inducement in the form of granting 
premium; refund offers and trade incentives to consumers and 
dealers. The real significance of sales promotion tasks is 
to win over evergrowing number of customers. It prompts the 
prospective customers into action to buy the products and 
repeat the purchase. In this sense there are two main 
objectives of sales promotion. First, to hold the existing 
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demand and secondly to create new demand. The sales 
promotion is an effectivene link to line-stretching and 
product blending. 
HFIL is confronted with altogether different 
problems in respect of creating for its product. It has its 
origin in age old habits of the consumers. A large number of 
its units are located in rice eating areas. It was 
considered necessary from the point of nutrition to 
popularise the wheat breads for the supply of protein to the 
human body as its takes a long time and sustained efforts to 
impress upon the popular minds the need for balanced diet. 
These are two conflicting forces working on the minds of 
the consumers; the taste from taditional dishes and the need 
for balance diet. It is worth noticing that HFIL seems to 
take the existence of the demand for their product for 
granted. This observation rests on the basis on the new 
projects which have been implemented at different locations. 
For instance the Madras Unit was established at that 
location despite marketing evidence to the contrary. As a 
result, the Unit had to incur losses for several years as 
discussed earlier. The same holds true in the case of other 
Units as well. For instance the Ranchi unit is located in a 
pre-dominantly rice eating region. It took the Unit 12 years 
to break-even. Such losses are reversible if suffienct 
demand is created through sales promotion campaign. 
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MFIL has not so far undertaken a comprehensive and 
extensive campaign to develop demand for the product and to 
educate the consumers regarding balanced diet. The only 
tasks in MFIL in respect of sales promotion include dealers-
incentives, display of bread consumption in exhibitions and 
in local schools and colleges, refund of market returns from 
dealers etc. This too is done on a very small scale. Sales 
promotion in MFIL thus lacks in intensity and spread. It 
does not match with those of its competitors in private 
sector. The consumers impressed by the sales promotion 
programmes of the rivals takes to buying the other breads. 
It is one of the reasons for the dealers stocking the brands 
of other bakery largely. 
4.6.4 Budgetary Provisions for Advertisement and sales 
Promotion Programmes 
Enquiry into the causes of the conscious absence 
of extensive advertisement and sales promotion programmes by 
MFIL revealed the fact that the allocation for the purpose 
are not sufficient. The allocation ranges from Rs. 30,000 to 
Es. 35,000 apprroximately for each Unit which is hardly 
about 1% (0.7% to 0.87%) of the total expenditure spent 
towards the Company's entire advertisement and publicity 
budget. 
Moreover any amount spent towards advertisement 
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and publicity at control level is not properly managed. For 
instance, the Publicity expenses incurred on 'Rasika' and 
launching of new products viz. 'Admiral Soad' and 'Brown 
Bread' amounting to Rs 60 lakhs has been charged to profit 
and loss account of the Company for the year 1991-92. Since 
no benefits are likely to accrue in future on account of 
oo this expense. 
In other words, allocation does not conform to the 
standard budgetary practices for meeting the cost of 
effective advertisement and sales programmes tasks. The 
funds are not allocated either on the basis of the sales, 
parity with rivals, return or objective or task. The amount 
is utilised by the Units in organising functions either in 
some school, residential areas of the workers or advertising 
the product in local papers and magazines without bothering 
to follow up the sales promotion campaign. I^ PIL is having 
high average and low market share in various regions of the 
country. A varied level of expenditure on advertisement and 
sales promotion programmes is bound to give better results 
in the form of increased sales in low market share markets. 
4.7 PROBLEMS AND PROSPECTS OF MARKETING 
In the preceding paragraphs of the Chapter a 
comprehensive description relating to general information 
about the MFIL and its marketing functions had been made. 
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During the course of research study it has been observed 
that the Company is facing problems of multifarious nature 
in carrying out its marketing activities which are deterrent 
to its future growth. A review of these problems is, 
therefore, considered essential to be made in the following 
paragraphs. 
4.7.1 Problems related to structure 
The Company after having established its 13 bakery 
units in different parts of the country has been 
manufacturing and marketing bread. HFIL has its organisation 
set up at central and unit level having line and staff 
functioning. The operations at Unit levels are governed by a 
central authority. However, the principle of span of 
control is not properly practiced at both Central and Unit 
leveIs. 
The analysis of existng organisational set up with 
regard to marketing division (Central and Unit level) 
reveals that at corporate level Controller Marketing is 
responsible for marketing programmes concerning both bakery 
and other products of the Company. He is assisted by only 
one Chief Manager (Marketing) alongwith Sales Manager to 
execute marketing plans. Obviously with this set up the span 
of Control for both (Chief Manager, Marketing, and Sales 
Manager) becomes wider and does not contribute to managing 
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19 units (13 bakery units and 6 others) of the Company 
effectively to achieve the objectives of aggressive 
marketing. Likewise organisational set up at Unit level in 
respect of marketing division is not commensurate with 
modern marketing approach. In the existing set up it is the 
Sales Manager who, with the help of sales supervisor, looks 
after all the activities in respective areas with regard to 
marketing of bakery products at Unit level. Here too the 
span of control is much wider and lacking according to 
standard norms. 
4.7.2 Problems related to Marketing Policy 
The order to feed people of all segment of the 
society the Company has developed through its own R & D unit 
many varieties of bread and allied products and many more 
under consideration. These products are being marketed under 
undifferentiated, differentiated and concentrated target 
market strategies. Thus the Company's major trade is 
concerned with manufacturing and sale of bread which 
constitute 95.6% of the turnover. For enlarging its market 
the Company has also gone under franchising contract. More 
than 30 units ave already been established and the same are 
expected to reach 50 in near future. These units are 
operating under the technical supervision of MFIL. However, 
inspite of all its efforts the Company's market share is 
still low. It varies from region to region widely. The range 
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of variation is from high to extreme levels. It covers only 
9 crore out of 84 crores potential consumers in the country. 
As a result most of its bakery units are economically 
unviable, a fact that severely affect the growth of the 
Company. An examination of the affairs brings out the fact 
that the marketing functions of the Company are adversely 
affected. The Company, in other words, has not been able to 
manage its marketing mix-product, price, distribution and 
promotion properly. Various factors causing detrimental 
affect on the components of the mix are briefly discussed 
further. 
4.7,3 Problens related to product 
To begin with, the quality of the product is the 
foremost problem of the Company. The Company has no doubt 
improved the quality aspect of the bread by using additives 
but the raw materials i.e. wheat flour which is the main 
ingredient is not available to the Company. As already, 
pointed out earlier the flour is lacking in gluten and ash 
contents etc. As a result, the Company has to make use of 
various additives in order to improve the quality of the 
breads. Sometimes low quality of flour results into 
defective breads. Packing aspect of MFIL has also improved 
but yet the high quality of packing material is not easily 
available and moreover, it is costly. While appreciating 
that the HFIL since its establishment has undertaken R & D 
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as a vital activity for holding feet in the market and 
accordingly worked on the problems connected with 
ingredients, nutrition, flavour, process parameters, new 
product development concept, cost reduction programmes etc., 
however, the R & D efforts of the Company are lacking in 
customer problems analysis of different regions, holding 
brain storming session etc. in order to modify, magnify and 
rearrange, reverse, combine one or more features. Morever 
the budgeting provisions on account of R & D activities at 
unit levels for undertaking various facet of market research 
have not been provided. The market research is as vital as 
technical research for the development of new products and 
expanding market coverage. 
Product quality of the Company is also affected 
because of various operational drawbacks. It is mainly 
related to the operations relating to bread making. A number 
of Units are not bringing out quality bread due to 
operational drawbacks which comprise non-observance of 
technical norms for production operations, negligence 
towards maintenance of plant and machinery, non-adherence to 
Weight and Measurement (PC) Rule governing permissible packs 
of bread loaves and inadequate and untrained staff. These 
factors have adversely affected the Company's production in 
terms of quantity as well as quality. All these constraints 
cumulatively results in poor quality and defective breads 
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which are reflected by market returns as already highlighted 
earlier. 
4.7.4 Problems related to pricing 
The main issue for inquiry in the area of price 
setting are basically two fold: 
(1) The actual cost of MFIL to make a standard loaf 
(2) Effects of price control on economic viability of the 
Company. 
Actual cost of MFIL to make standard loaf of bread : In the 
first instance the price does not match with the cost. The 
factors attributable to this state of affairs are high cost 
of production and low margin on regulated prices, 
particularly in the areas of operations. High cost of 
production is a result of the following constraints : 
(i) Exorbitant rates and steep rise in the price of 
all inputs including disproportionate amount of 
variable and fixed overheads. 
(ii) Withdrawal of quota system erratic supply of 
maida. over and under stocking due to lack of 
coordination at various units, shortage of orders 
leading to under-utilisation of capacity on the 
one hand and loss of benefits of large scale 
economies on the other, thereby raising cost per 
unit. 
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(iii) Statutory restricions on the expansion of 
capacity. 
(iv) Defective market returns of breads due to 
operational problems and unscheduled delivery of 
bread at retail shops in the process of 
distribution. 
(v) Mounting doubtful debts and withholding of sale 
processes at Unit levels affecting liquidity of 
the Company and thereby raising the cost of 
borrowing for want of cash at Head Quarters. 
(vi) Determination of inter-unit transfer without 
reference to cost of production. 
Effect of Price Control on Economic Viability of the 
Company: Holding price line in the areas of operation of the 
Company as a matter of policy measures and administered 
prices of bread fixed without reference to actual cost of 
manufacturing bread of all bakery Units including that of 
MFIL functioning in the Union Territory of Delhi are 
important reasons for low receipts. In brief high cost of 
production and low receipts are the major constraints due to 
which contribtuion margin is not adequate to meet the fixed 
overheads of the Company. As a result, a large number of 
bakery units are suffering huge losses (as shown in Annexure 
4.4 & 4.5 ) which, in turn, reduce the profitability of the 
Company as a whole. 
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4.7.5 Problens related to distribution 
The distribution of bread is another important 
functional area of the Company in the field of undertaking. 
The MFIL has a well organised system of distribution having 
appropriate channels and mode of transport but the very 
objective of supplying fresh bread at low cost is not being 
fulfilled. This area is also not free from problems. A 
number of problems in the process of distribution including 
high transport cost, inadequate incentives to the dealers in 
the form of cash and quantity discount, loss of sales due to 
unscheduled delivery, lack of proper delegation of authority 
to meet the intricacies of competition at Unit levels and 
improper supervision of targetted sales, etc. These problems 
have become unmanageable to attain the objectives of 
distribution of bread. 
4-7.6 Problems related to promotion 
Likewise the advertisement and sales promotion 
programmes are undertaken to establish demand and induce the 
consumers to purchase the product. In this venture the vital 
subject which need considerable attention is inadequate 
budget provisions to meet the cost of advertisement and 
sales promotion campaigns. Due to financial stringency the 
Company at central or Unit levels has not been able to 
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undertake any effective programmes in this behalf whereas in 
any competitive environment adequate amount is needed to 
survive and grrow in the market through mass promotional 
means. 
From the above detailed analysis it is clearly 
indicated that MFIL is also facing numerous problems which 
are obviously hndering its future growth. The bakery 
industry as a whole has several opportunities to prosper in 
future and an account to this effect has already been 
described quite in detail in chapter II of this thesis. 
Therefore like others MFIL can also avail the opportuities 
available in the present environment to flourish, prosper 
and grow if it problems of marketing mix are considered and 
managed scientifically. 
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AHNEXURE 4.1 
CONSOLIDATED BALANCE SHEET OF MODERN FOOD INDUSTRIES (INDIA) 
LTD. (1982-92) 
(fis, in Ldkte) 
i932-S3 1983-84 1984-^ 5 1935-36 i986-€7 1937-« 1988-^ 1989-^ 1990-^ 1 1991^ 
I. aOLICE {F R M S 
1. SterciiDiderB's Funts 
a) Capitsi 213.00 281.74 360.74 412.74 4Kt.42 467,42 525.42 653.42 748.42 848.42 
b) Reserves and Surplus 437.15 520.34 562.17 643.56 721.63 791.66 723.49 672.8? 418.11 115,79 
2. Loan Rnds 
dl Setare Loans 15,32 176,88 87,30 106,02 94.81 411.K 475.02 518.01 ;«0.21 427,29 
b! iinsecurKi Loans 366,59 253,93 236,79 261,21 305,53 296,60 3>38,49 429,12 482.96 619.60 
TOTfiL 1032.06 1232.89 1247.00 1423.55 1572.44 1967.21 2062,41 2273,44 2229,70 2011.10 
I!, Amjaiias (F FUSS 
1, FiwJ tesetB 
a) Gross Blmk 1235.96 1326.60 1377.80 1550,19 1623,93 1756,51 1938,37 2124.64 2291,82 239f.,33 
b) Less : Depreciation 560,11 616.37 635.78 756.82 842.03 925.64 982.77 1064,70 1148.70 1226,49 
ci M Block 675.83 710.22 692,02 791.3^  781.85 830,87 955,60 1059,94 1143,28 1168.85 
a) Capitdl i«ri;-in- 41.02 24,20 92,49 39,03 127.04 262,76 193,57 169,61 157.40 272.81 
proqresE 
716.36 734.42 734.70 S3(f,40 9(6,9^ ! 1093,63 1149.17 122^.% 1300.63 1441,67 
ti Pre-cpfbtue 
e«f«iCiturfc during 
cor,struttiofi period 
petifiini) 
Capitahsdtior .032 - 3.60 8.02 23.17 44.93 69.70 104.19 163.78 230.28 
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2. Current Assets, Lans k Advance 
d! In^entoriK - - 337,03 432.80 473.40 556.06 432.77 515.i3 577,00 651.59 
b) Sundry Debtors - - 225-36 217.21 205,74 319,64 247.63 316.00 312.62 325.86 
c| Cash and Barik 
folarceB - - 142,20 165.20 103.82 188.59 3>44.61 409.86 562.20 261.82 
b) Loar.5 i Advances - - 80-4,87 921.44 1065.51 1098.24 1132.11 1221.% 1224.90 1125,01 
TOTAL 1064.3Z 1339.31 lf<i9.44 1736.68 1848.47 2164.57 2157.12 2463.45 2676.73 2364.28 
Less: Current Liabilities & 
PrDvisions 
a| Cwrent Liabilities - - 367.3>4 408.91 390.60 5-06.68 491-90 698,60 1072.63 1181.90 
b) Provision - - 683.50 742.62 825.80 841,39 831.82 831.57 844.50 845.92 
TOT«. 749.15 841.22 1050.84 1151.54 1216,40 1348.05 13v23.71 1550,17 1917,13 2027.82 
MET (Total - Loss) 315,17 498.10 458.60 585.13 632.07 816.52 833.41 933.3 759.60 336.46 
3. niscellaDeois Expeoditure 
to the extend not written off 
and adjusted 
feferred Reverme E^ pen- - .37 .10 - 8.3(t 12.13 10.13 6,41 5,64 2,68 
diture 
TOTAL 1032.06 1232.89 1247,0C. 1423,55 1572.44 1967,21 2062,41 2273.44 2229.70 2011,10 
Source : Annual Reports. Modern Food Industries (India') Ltd 
of various years 
(All figures have been rounded off in lakhs) 
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AHNEXURE 4.1 
CONSOLIDATED PROFIT AHD LOSS ACCOUNT OF MODERH FOOD 
INDUSTRIES (INDIA) LTD. (1982-92) 
(Rs. in Lakhs) 
1982-83 1983-84 1984-65 1935-«6 1986-87 1987-« 1988-89 1989-W 1 9 9 H 1 1991-92 
!. INDK 
Sales 3032.20 3335.93 3372.94 m . K i 4167.68 4591.00 4788.84 5180.06 5656.00 6412.70 
otter Incoae 37.46 49.39 44.48 48.57 57.05 43.47 62.51 99.48 117,06 138.00 
lisbihtjEs l( 
ProvisiDR m i i m back 11.10 3,98 7.23 - - - - - - -
TOT«. m A 2 3424.65 3417.66 4224.72 4639.47 4851.35 5279.56 5775.06 6550.70 
I!. Eff^ ITUE 
Merna] Ccr/susptior; 1892.^ 2118.60 2096.66 2648.84 2799.97 2955.13 3110,19 3465.76 3954.60 
HinufactuririQ, selhriq 
Adsns, E^ spenses 836,80 920.26 1047.27 1149,03 1296.06 1480.52 1571.(10 1733,51 1962.76 2316.73 
Iriterest i Finance charges 
di Or-Fixed Loans 35.04 29.27 36.ffi 41.12 5fl.01 82.33 104.14 154.78 227.9? 
6! Otters 3.60 8.90 18,96 
DeprKiatiw. 69,00 78,15 73,91 78,80 84.02 93.34 89,48 101,09 105,20 106.63 
Furchase/increase/Decrease 
iri wort-in-progress 
S^inis^td goods 3>4.40 9,94 21.77 (2.66) (14.82 ) 81.fA 209.86 190.39 226.68 200.77 
Pro'.isioTi for Sad & 
Sctibt^ ul Debts M } 3.8S 0.43 1.00 18.00 1,20 1,40 1.26 1.36 . 38 21.22 
f^ rovision for (trite off of 
Stores/ciaiK/otf^ -s v(,31 0,43 0.48 3,62 0.36 0,3>0 0,42 - 3.33 2.24 
TOTfiL 2876.03 3165.90 3285.60 3271.74 40f^ .81 4515.10 4909.60 5240.69 5918.88 6830.20 
Profit/ILoss) as f€r Atcounts 97.31 98.09 59.13 145.91 167.91 124.38 ( 58.25) 38.89 (143.82) (279.50) 
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Acid: Prior year 
adjustier.t (Net) - - - 7,22 7.27 (14.30) (9.91) (89.48) (112.81) (22.83) 
Profil/Loss lor year 
before tax 204.73 223.29 139.13 1K.13 175.20 ll(e.07 (68.1i) (SO.iO) (256.63) (302.33) 
Less! ProvisiOTi for 
Taxation -107.42 -125.20 -80.00 -49.00 -72,00 -20.00 - - - -
TOTH. 97.31 98.09 59,13 104.13 103.20 90.07 (68.16) (50.60) (256.63) (302.33) 
«PRQ>RIATI(iE 
investcent AHoitance Reserve 18.70 15,24 1,18 12.73 2.19 - 7.96 0.50 
Investserit AUotance 
Reserve (Utilised 
Profit & Loss A/C) - - - - - - - 11.72 
Proposed dividend 14.91 14.91 17.30 22,72 "25,13 20,05 - - - , 
Balance Transierreil to Serierai iteserve 63,70 67.94 40.65 68.^ 75.88 70.02 (76.12) (39.381 (256.63) (302.33) 
97.31 98.09 59,19 104,13 103.20 90.07 (68.16) (50.60) (256.63) (302.33) 
Source : Annual Reports. Modern Food Industries (India) Ltd 
of various years 
(All figures have been rounded off in lakhs) 
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M e i l E - 4 . 3 
Defective Breaife w d Hartet Itetun® of talem Food Industries (India) L t d . during I W - M to l « 7 - « 
(Figures in Percentage! 
S,Ho. Ikiit 1980-31 1981-82 1982-83> 1983-34 1984-85 1985-86 1986-87 1987-88 
Defec- Market Defec- Market Defet- Market D e f K - Market De1ec- Market Defec- Market Defec- Market Defec- Market 
l i * e s Returns tives Returns tives Returns tives Returns tives Returns tives Returns tives Returns tives Returns 
1. Afisedabad 0,75 1.12 0,70 0.94 1,14 1,39 0.66 1.12 0,83 2.25 0.28 2.38 0.19 2.11 1.15 1.44 
2. Baigalore 0.31 0.66 0,20 0,65 0.17 0,56 0,16 0.69 0,48 0,95 0.24 0,75 0,46 0.93 0.62 0,75 
3, Bosbay 1.06 1.04 0,34 1,26 0.37 1.42 0,53 1.46 0,62 1.43 0.59 2,53 0,57 3.14 0.57 3,74 
4. Calcutta 1.85 0.13 1,17 0,07 1.39 0.07 1.32 0.29 1.71 0,78 1,34 0,59 1.99 0.33 1 . 5 7 0.48 
5, Ct-iartdigarh 0,65 0.48 0,47 0.48 0.72 0.91 0.29 0,60 0,34 0,61 0.47 0.32 0.26 0.22 0 , 1 2 0.23 
6. Cochin 0.31 0.14 0.21 0.13 0.18 0.13 0.15 0.17 0.11 0,21 0.14 0,42 0.19 0.57 0.40 0.96 
7. Delhi 0,?3 0,13 0,65 0,24 0,56 0.75 0.86 0.82 1.02 0,57 1.03 0.33 1,53 0.56 2.46 0.98 
8, ttyderabad 0,56 0.02 0.19 0.04 0.25 0.09 0.44 0,07 0.63 0,19 0.51 1,19 0.14 4.07 0.37 3.41 
indore 0-90 0.67 0,42 0,32 0.40 1.41 0.28 1,29 0,17 1,73 0.21 1,21 0.25 0.80 0.24 0.59 
Ur. Jaipur 0.65 0.38 0,34 0,35 0.37 0.3« 0.3>0 0.79 0.60 2.07 0,41 2.01 0,74 0.83 0.67 0.90 
il. IdTiptif 1,02 0.20 1,01 0,37 1.12 1.27 0,79 1.60 0,75 1,44 0,86 1 , 6 8 0.94 1,60 1.16 1.50 
12. rWiirrtE 0.18 0.12 0,18 0,13 0.14 0.2^ 1 0.05 0.23 0.05 0,26 0.07 0.37 0.14 0,68 0.08 0.79 
13. SdTiChl 0.24 0.61 0,36 0.49 0.62 1,27 0.83 1,21 0,37 2.52 0.29 2,41 0.37 2.84 0.12 4.94 
Hrti-dge of thie 
Coifpdny 
0.31 0.39 0.50 0,45 0.a2 0.70 0,59 0,78 0.70 0.87 0.63 1,02 0.78 1.23 1.03 1.38 
Source Figures computed from the Statements submitted in General Manager's Conferences held on 14th and 15th April, 1986 and 16th & 20th April, 1988 respectively. 
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M E U E M 
Ihit-wse prcfit figures orf vvious May Uiits of Mem Food Imksthes (bidia) Ltd during 1%B-M to IWMO 
(Figures in lakhs of (iipees) 
S.to. years Ahaed-
abad 
Banga-
lore 
Rnahay Calcu-
tta 
Chandi 
garh 
- Coc^ lln Delhi Hyder-
abad 
Iridore Jaipur Kanpur Madras Ranchi Rand D Total 
1. 19i8-69 -1,81 - -0.65 - - +3,40 -1,00 - - - - -2.28 - -2.34 
2. 1969-70 -1,30 -3.24 -0,42 - - +4,39 +2.19 -5.12 - - -2.36 -4,27 - ^.29 
3. 1970-71 -0.41 -4.77 +3,75 -5,16 - +5.23 +2,39 -1.42 - - <^ .22 +2.09 - -0.23 +6.19 
4. 1971-72 -0,33 •6,99 +6.22 - +5,27 +2,60 +1.40 - - +12.16 +19.78 - +52.93 
5. 1972-73 H,91 -0,16 +2,99 +10.79 - +6.81 +12,09 +6.94 - - •fl.39 +13.02 - •62.45 
6, 1973-74 K1.70 f5,18 +11,23 +3,03 - +9,52 +15.31 +3,84 - - +11.36 +12.07 - +77,24 
7. 1974-75 fO.33 +13,11 +23,56 +3.22 - +13.77 •€,71 +6,86 - - +3.23 +24.83 - +103,14 
8. 197H6 -1,45 +0,22 +14.56 -0.92 -9.31 +16.15 -9.70 +11.19 - - -9.34 •9.63 - -2.94 +17,59 
9, 1976-77 Ki.34 +6,03 +18.87 -14.45 •^ ,98 +23,39 +12,38 +13.09 - - KI.04 •3.56 -11.19 -5.59 +43.19 
10. 1977-73 - - - - - - - - - - - - - - +57,21 
11, 1978-79 - - - - - - - - - - - - - - +46,51 
12. 1979-80 - M9,67 
13, 1980-Bl -9,59 +14,23 +28,77 -10.65 -7,55 +27.07 +38,67 +3,49 -0,75 -5,22 •0.68 •9,70 •^ ,70 +77.79 
14. 1981-82 +2,27 +22.05 +73.64 -0.67 -2,88 +44,97 +62.12 +6,64 -4.25 +1,74 +3.23 +26.11 -6.65 +228.32 
15, 1982-93 -2.25 +36,91 •^ 1,39 -1.89 -8,74 +69,95 +70,97 +15.66 -4,31 -1,23 +1.36 +33.35 -3.63 +267,54 
16. 1983-S4 -0.42 +39,83 +71,61 -14.45 -15,50 +73,43 +111.23 +11.27 -6.05 •1.18 -6.26 •40,01 -e.53 +297.40 
17, 19S4-€5 -2.33 +23,51 +32,75 -29,55 -6,30 +71,43 +^.62 -3.31 -4,70 -5.3>3 -15,46 -34,33 -11.51 +237.65 
18. 1985-86 -4.51 +24.72 +68,60 -26.33 +7.3v4 +67.93 +103,38 -18.27 +1,27 -3,67 -23,23 +40,29 +11.17 +226.35 
19. 1986-37 ^,97 +22,35 +«0,38 -32.52 -«,52 +53,71 •^.60 -25.30 +12.99 +1,54 -24.79 +34.75 -6,83 +207.93 
20, 1987-88 -9.59 +23,06 +45.53 -43.30 +12.3i +60,83 +32.38 -14.40 +19,37 +1.61 -25.09 -37.96 -15.95 +174.79 
21, 1938-^ - -76.13 
22. 1989-90 - -39.38 
Note (+) = Profit (P) (-) = Loss (L) 
Source : i) Figures during (1968-69) to (1979-80) and during (1988-89) to (1989-90) computed from Annual Reports of Modern Food Industries (India) Ltd. 
ii) Figures during (1980-81) to (1987-88) computed from various statements of the Company, Modern Food Industries (India) Ltd. 
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AHNEXURE 4.1 
Profit & Loss of Various Bakery Units of Modern Food Industries 
(India) Ltd. , since 1968-89 to 1987-88 
S.No. Year A l^aeddbad B a ^ a l - tctiay Caicutta Chandl- Cochin Delhi 
ore garh 
inckre Jaipur Kanpur Madras Ranchi 
1. 1968-69 
2. J969-70 
3. 1970-71 
4. 1971-72 
5. 1972-73 
6. 1973-74 
7. 1974-75 
8. 197M6 
9. 1976-77 
10. 1977-78 
11. 1978-79 
12. 1979-80 
13. IW-fll 
14. 1981-82 
15. 1982-83 
16. 1983-84 
17. 1934-95 
18. 1985-86 
19. 1986-fl7 
20. 1987-88 
21. 1988-09 
22. 1989-90 
1 2 4 5 7 8 10 11 
P 
P -
P -
P -
- L 
P -
P -
P -
P -
P -
P -
P -
P -
- L 
P -
P -
P -
P -
- L 
- L 
L - -
- - L 
- - L 
L 
L P 
- L 
P -
- - - P 
- - - P 
- - - P 
_ - - p 
- - - P 
- - - P 
- L 
- L 
- L 
- L 
- L 
- L 
- I 
- L 
L P 
L P 
L P 
L P 
L P 
- P 
- P 
- P 
L - L - L 
L P -
- L 
P -
- L 
- L 
P -
P -
12 13 
- L 
- L 
5 12 12 4 16 1 4 11 7 17 - 15 2 10 6 3 5 4 4 8 8 15 2 - 9 
Abbreviations P = Profit 
L = Loss 
Source : Table computed by the Research scholar with the 
help of Annexure No. III. 
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CHAPTER V 
Sunnary, Conclusions, and Suggestions 
This final chapter is developed to summarising the 
material presented in the foregoing chapters, drawing 
conclusions from the informations collected during the 
course of research study, and making suggestions wherever 
appropriate and desirable. The chapter starts with briefly 
reconstructing ideas related to food habits and nutrition, a 
discussion of wich forms the background for the present 
study. 
5.1 FOOD HABITS AND NUTRITION 
Food is a basic necessity of life. It is a 
valuable source , of nutrition which is so essential to 
sustaining life and enabling human beings to carry on their 
daily activities. Spread over the length and breadth of 
history is the basic urge and struggle of human beings to 
find newer source of raw food and ways and means of making 
it palatable. 
Several factors impinge upon the food habits of 
huiriari beings and create differences across various 
geographical areas. Among these are social, economic, 
cultural and climatic factors, and personal preference and 
attitude towards food. Important difference underlies the 
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differing food habits. Men, women and children differ in 
their intake of food. During the course of men's life, at 
different stages, food quantity as well as quality varies, 
growing children and lactating mothers, for instance, 
require a larger intake of nigh caloric value food than a 
normal person would usually need. 
Carbohydrates, proteins, fats, minerals, vitamins 
and water are the basic ingredients of food. Vegetable, 
meat, cereals, fruits, dairy products, and bakery products 
are the normal items consumed as food. These items provide 
the basic ingredients in varying proportion. Balanced diet 
is based in an equitable consumption of food items so that 
they provide the basic ingredients in an adequate measure. 
Nutrition forms the basis for deriving energy from the basic 
ingredients present in different type of food items. Among 
these, bakery products are an important source for 
carbohydrate, protein, fats and some vitamins. Bread and 
biscuits, the major bakery products are the commonly 
available processed food items which are fast becoming a 
staple diet and a convenient and inexpensive source for 
nutrition and energy. Bakery industry performs the role of 
providing bread and biscuits, and also several other allied 
products such as pastries, cake, etc. to the consumers. 
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5.2 PROBLEMS AND PROSPECTS OF BAKERY INDUSTRY IN INDIA 
Bakery industry, in an organised form made its 
apearance in India in the early part of this century. This 
was partly as a consequence of changed life style of the 
urban population as against predominantly pastoral existence 
in the past in rural areas. This phenomenon has 
progressively increased as, in addition to men, women are 
also going out to work or taking up responsibilities outside 
the household. The changed social milieu has necessitated 
access to ready-to-eat food and foods that required a 
minimum of processing. It goes to the credit of bakery 
industry in our country that baked products are now fast and 
convenience foods especially in urban areas. They are no 
longer item of food for the rich and affluent as is evident 
from the fact that 37% of biscuits are consumed by income 
group below Rs. 650 p.m. and another 33% by groups between 
Rs. 750 and 1500 p.m. Besides, consumers are now conscious 
of nutritive value of the bakery products. A pack of 
biscuits of 100 grams biscuit provides roughly 20% of the 
daily energy, protein and calcium requirement of an average 
adult whereas a bread of loaf of 400 gram weight provides 
1225 calorie which is about 51.5% of total calorie required 
for an adult. Further in terms of consumption, high fancy 
biscuits account for less than 10% of consumption while 90% 
consumption is of lower priced varietis such as Glucose, 
Marie, Arrowroot and Milk biscuits. Baked products are 
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handy, convenient and wholesome food. The demand would grow 
faster if the price of the bakery products are commensurate 
with per capita income. 
In the pre-independence period the bakery industry 
existed in the form of unorganised small scale enterprises 
which catered to the need of local communities in cities. 
The main, and sometime the only, product of these bakeries 
was leavened bread. The fillip to the bakery industry was 
provided by the declaration of industrialisation as the 
prime objective under Five Year Plans. Easier availability 
of wheat after Green Revolution also contributed to the 
development of bakery industry. The State has also realised 
the severity of the problems of malnutrition by the end of 
the First Plan. It led to the establishment of Modern 
Bakeries in the Public Sector to produce bread and biscuits 
for every home. Migration of population to urban areas also 
contributed to the development of bakery industry. It added 
to the demand for wage goods. New settlers in cities mainly 
depended on fast-food in hotels, restaurants, canteen, and 
dhabas. The State resolved to fulfill the demand by 
providing incentives to bakery industry to carry out 
expansion of bakery units. By the end of 1961 there were 162 
units in bakery industry. The number increased to 227 in 
1966 and to 388 units in 1974. West Bengal and Maharashtra 
had 33% of the total unorganised sector (household) units 
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are the major constituents of the bakery industry. There are 
more than 53,954 household bakery units in the country. 
Competition and increased knowledge of nutrition resulted in 
improved quality of bakery products. However, in relation to 
home-made food products made out of food grains, bakery 
products continue to be more expensive. Thus, the common man 
has found it impossible to completely changeover to bakery 
products as staple diet. In order to bring a changeover to 
bakery products as a staple diet to an appreciable extent it 
is essential to undertake research and development programme 
to introduce low-priced wheat based baked products having 
local taste besides consumers education to make them realise 
the concept of nutrition and balanced diet. 
The bakery industry has assumed social importance 
from the point of view of employment. Considering the huge 
population of India the bakery industry obviously offers a 
considerable potential of employment. The industry provided 
employment to a fairly large number of persons both in urban 
and rural areas. In 1973-74 the persons employed numbered 
4 77 lakhs in production, transport and distribution areas. 
The number increased from 6 lakhs in 1980 to 8.60 lakhs in 
1990. The potential of empoyment are estimated to increase 
upto 10.65 lakhs by 1995 provided bakery items are mass 
produced. These figures exclude those employed in the 
ancillary business and equipments and other inputs. 
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The industry also contributed to poeple's income 
in a substantial way. From the national point of view the 
industry generated income of Rs. 700 crores in 1980 and was 
expected to exceed Rs. 2000 crores by the end of 1990-91. 
As far as the output capital ratio of this 
industry is concerned, it has given account of capital 
effciency in terms of output-capital ratio which is 1.5:1. 
This may further rise to about 2:1 as capacity utilisation 
increases with expansion. The industry can add much more to 
the national income if capital is transferred to the 
industry from low capital output ratio areas. The investment 
in the industry will, therefore, be more fruitful, 
productive and can bring more economic gains to society. The 
biscuit units of the industry hold capital of Rs. 725 
crores. Further investment in bakery industry will serve the 
national objective to eradicate the problems of 
malnutrit ion. 
Production trends of various private and public 
sector bakeries have shown a continuing upward trend. This 
is true for the standard loaves of breads as well as other 
products such as bisuits. The industry produced 1.8 lakhs 
tonnes of biscuits and 1.85 lakhs of stadard loaves of 
breads in 1990 inspite of limited supply of raw material and 
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lack of modernisation. Thus the industry has responded to 
the national call for nutritive food significantly by 
stepping up its production. Therefore, the industry needs, 
for its development, whole-hearted support on a priority 
basis. 
The bakery industry has entered the era of 
competition in foreign markets. It has exported, since 1977-
78, a number of baked products, other than standard bread, 
to countries in Europe and Australia, USA, Middle East etc. 
The export earnings have however, declined in recent years 
due to high production costs possibly caused by antiquated 
machinery, poor packaging and low labour productivity. It is 
suggested that cash incentives and concessional imports of 
machines and equipment will go a long way in improving 
competitiveness of the bakery industry in foreign market. 
The objective can be attained if expansion and modernisation 
are considered as an internal part of development plans. 
This is a fact that now bread and biscuit are not 
only items of breakfast or meal but they are consumed in 
various forms and for various occasions. Bread is used for 
Sandwiches, pakoras, shahi-tukras. kheer. and products like 
flat bread as substitute for traditional chapatis. Besides a 
wide range of foods items are made of bread both in hotels 
and households. Equally large varieties of biscuits are 
available for various occasions from breakfast to lunch and 
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for guests to patients. Thus bread and biscuits are becoming 
increasingly popular in one form or the other for a variety 
of uses. 
Consumption pattern of bakery products indicates 
that about 42.75% of biscuit and bread are consumed in rural 
areas as against 57.25% in urban areas. Rural communities 
have yet to adopt bakery products. There are several factors 
conributing to the situation. Relatively low personal income 
and the fact that the bakery products may not be readily 
available in villages is responsible for the low 
consumption of baked products in rural areas. Establishment 
of more bakery units in rural areas may go a long way in 
alleviating this situation. 
Also overall consumption of bread in India 
continues to be extremely low in relation to other developed 
countries. In India it is about 0.78 kg per capita per 
annum. Low per capital consumption in India may be ascribed 
to the fact that average number of inhabitants served per 
bakery unit in India comes to about 15,000 to 20,000 
inhabitants as compared to the number of habitants served 
per bakery in Europe viz. 1000 inhabitants. By that standard 
there should be tremendous expansion of bakery industry in 
India both in urban and rural areas. 
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A survey of population of various cities in India 
versus of bakery units in cities indicates that there is a 
vast scope for the estalishtnent of medium sized bakery 
units. large units can be viable in towns with the 
population of 50,000 to 99,999 and small units (Tiny) in 
places with population of less than 5,000. Thus there is a 
large scope for settling up a number of units in rural areas 
and the industry will provide a sound and strong base for 
overcoming regional imbalances in the distribution system. 
Further, with this pattern of expansion of the industry, the 
very objective of bringing a change in food habits by 
popularising wheat in traditionally rice-eating areas 
through wheat based baked products can be achieved. It would 
not be preposterous to claim that bakery would be the 
biggest industrial activity in the country if it is properly 
managed and developed to meet the demand for balanced diet. 
Expansion of the industry is critically dependent on 
increase in the supply of critical inputs. 
Projected growth of bakery industry in India 
including both public and private sectors, envisages an 
increase of almost 164% in case of biscuit, 152% in case of 
bread and 152% in case of other bakery products from 1985-
1995. This is premised on the assumption that the level of 
consumption per capita would go up in the country with the 
rise in industrialisation, increased employment in 
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industries, enhanced awareness of nutrition and a generally 
urbanised life style of the people. It can be said that the 
projection of the industry are not wide off the mark. 
From the above analysis, it is clear that the 
industry possess a lot of potential in terms of employment, 
contribution to people's income, high output capital ratio, 
participation in removing regional imbalances^ enhanced 
foreign exchange earnings through export and popularising 
the products in rural and urban areas. In addition, its 
demand will increase in the future as well. Marked 
advancement in food technology, rising trend in personal 
incomes (in rural and urban areas) leading to preference for 
better diet, housewives' option to spend less time in 
kitchen in order to provide themselves with more leisure 
time, education among women and possibilities for 
employment, improved and effective promotional and 
advertising techniques, are the major factors contributing 
to accelerated demand. 
As already mentioned earlier that the bakery 
industry is wheat-based. Wheat contains highest nuritious 
value than any edible grain, so through this industry wheat 
consumption can be made more popular in non-wheat consuming 
areas thereby leading to more marketing opportunities. 
Moreover, its development and growth becomes essential for 
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fulfilling the constitutional commitments which clearly lays 
down that "the state shall regard the raising of the level 
of nutrition and the standard of living of its people and 
the improvement of public health as among its primary 
duties" . 
The massses of our country are suffering from 
vitamin deficiency. They are, in general, under-nourished 
and are victims of malnutrition. Thus it is necessary that 
they just be fed with food fortified with vitamins and 
nutrients so that the overall health of the nation can be 
improved. 
One fallacious assumption is that bakery 
products such as biscuits, bread, etc. are consumed mainly 
by the relatively affluent sections of society and that they 
are beyond the purchasing capacity of the weaker sections. 
However, the average price of bakery products, can be 
brought down if these items are produced on a large and 
economic scale to cater to the needs of the majority of the 
population. Proper regulation of the raw material inputs and 
packaging materials by the Central Government agencies can 
further bring down the retail price of bakery products. 
The bakery industry then will have enough scope to 
flourish and more investment in this industry would prove to 
be gainful. It is therefore, essential that the bakery 
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industry should be given top priority in the development 
programmes of the country. The constraints relating to 
production, finance, marketing, supply of inputs for 
achieving full capacity utilisation, research and 
development should be viewed equitably both for public and 
private sector bakeries so that the industry may get an 
impetus and make a healthy contribution to the economic 
development of the country. 
5.3 PROBLEMS A»D PROSPECTS OF MARKETIMG IN BAKERY INDUSTRY 
IH INDIA 
Bakery industry as a food processing industry is 
manufacturing and marketing a variety of convenience food 
items such as bread, buns, biscuits, pastries etc. which 
provide nutrition and energy. The main ingredients with 
which these products are made comprise wheat, yeast, sugar, 
shortening etc. However, the production and marketing 
aspects of the industry have their own dimensions and 
problems. These two functions go together. Infact, most 
marketing problems have their genesis in the area of 
production. Problems of production are mainly due to raw 
materials which the industry is unable to cope with. For 
instance, inappropriate quality and quantity of inputs, 
inadequate infrastructural facilities in the form of 
machines, R & D , quality control and untrained personnel are 
the major factors which affect the quality of end product. 
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Similarly in the field of marketing, product streching. 
Weight and Measures <PC) Rules and restrictive provisions 
and Prevention of Food Adulteration Act, spiralling cost and 
administered prices, inadequate and unplanned distribution 
and promotional methods are the various constraints 
underlying the performance of marketing mix. The objective 
of marketing nutritive products would remain elusive if the 
problems of both production and marketing are not taken care 
of. In the foregoing paragraphs the problems of production 
) 
and marketing are discussed. 
The quality of baked products depends upon the 
quality of wheat flour. Wheat flour for bakery products does 
not conform to the specifications laid down by ISI and PFA 
Rules because of inability of FCI of India to supply quality 
wheat to the flour mills. It adds to the poor performance of 
bakery industry in marketing its products. In order to 
manage the problem of quality of wheat, an active 
participation of FCI, Roller Flour Mills is essential. FCI, 
in the first instance, should take up processing, grading 
and supplying only those varieties of wheat to the flour 
mills that are suitable for bakery products. Flour mills, on 
the other hand, should be given freedom to a reasonable 
extent by various Acts governing their operations in respect 
of rate of extraction, blending and enriching various types 
of flours with nutrinets. Further, it is suggestd that it 
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will be more economical and scientific if bakery owners 
should simultaneously manage in cooperation with State 
Governments to undertake growing up specific varieties of 
wheat grains recommended for bakery products on regional 
basis through cooperative system of farming. 
Yeast is the second most important and critical 
input used as an agent of fermentation of dough and it adds 
to the dough as sweet aroma to enrich bakery products. 
Problems connected with yeast includes shortage, lack of 
ideal storage facilities and inadequate knowledge on the 
part of bakers to handle it during production process. In 
order to overcome the problems of inadequate supply of yeast 
it is essential to expand its production. Government should, 
therfore, provide incentives to the manufacturers to 
establish new industrial units in different regions to meet 
the demand of fresh yeast in peripheral areas of the region. 
The introduction of refrigerated transport system will 
contribute a lot in solving the problem of inadequate and 
fresh supply of yeast at a reasonable cost. For the purpose 
of training of bakers in respect of application of yeast to 
dough, facilities provided by Food craft Institutes 
operating in various part of the country should be availed 
of. Large industrial manufacturers of yeast as well as 
bakeries under organised sector should also provide a lead 
to overcome this problem. 
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Sugar is also not available to bakery industry in 
sufficient quantity. Since 1989, the bakery industry's 
problem of procuring sufficient quantity of sugar at 
controlled rate has compounded. Under the existing policy, 
the bakery industry is considered as a trading industry not 
entitled to store sugar beyond a limited amount. It is 
subject to restricted allocation of sugar in a number of 
states. It is suggested that such restrictions in respect of 
allocation of sugar be withdrawn and the industry be 
permitted to procure sugar direct from the sugar mills as 
raw material for bakery industry. This will, in turn, 
contribute to making the baked product available at a 
reasonable price. 
The problem of bakery industry in procuring 
shortening is also worth consideration. In the first 
instance, Vanaspati prepared from groundnut is considered a 
suitable shortening agents, owing to its high cost, it is 
prepared from other substitutes like soya beans, sunflowers 
etc. which adversely affect shelf life of baked products. 
From the consistency and stability point of view, 
hydrogenated fat is considered as a suitable shortening for 
bakery products. However, the production of hydrogenated oil 
is not possible because of restriction on import of edible 
oil. The Government should, therefore, liberalise and 
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subsidise the cost of imported hydrogenated oil under its 
scheme of balanced diet for vulnerable sections of the 
society. Besides manufacturers of shortening should be 
required to undergo training to acquire technical knowledge 
in appropriate blending and processing of different oils so 
that quality of products may be manufactured. 
In order to improve the quality of the product, it 
is, therefore, essential that food laws be amended so that 
the fats having properties of consistency and stability may 
be manufactured to meet the need of the bakery industry. 
Secondly ground nut oil for shortening manufacturers be also 
considered for incorporation in the specified list of oils. 
Thirdly as suggested by the bakers that government should 
control the price of imported oil for bakery industry on the 
basis of prorata usage i.e. the bakery industry to bear the 
cost of import in proportion to the quantity used to 
produce bakery fat. 
The bakery industry is faced with rigid Statutory 
regulations in respect of storage of maida. For instance, in 
some states like U.P, Haryana, Punjab and Andhra Pradesh, 
manufacturers cannot hold stock of maida without storage 
licence. It will be in the interest of the industry and the 
consumers to liberalise the storage licencing provisions so 
that required amount of maida can be stored to enable the 
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industry to avoid the inlfationary impact on its cost. 
Bakery owners should be regarded as bulk consumers instead 
of traders of essential commodities. Hence, liberalisation 
and amendment of Essential Commodities Act is necessary for 
providing the much-needed relief to the bakery industry. 
The Small Scale bakers, out of their ignorance, 
are not taking care of the scientific bread improvers and 
chemicals. These ingredients are used for increasing the 
volume of bread and its shelf life etc. They should, 
therefore, be given training to make them acquainted with 
the benefit of bread improvers and preservatives. 
To attain high level of efficiency and 
productivity, modernisation of bakery industry is absolutely 
essential to produce quality product and minimise the cost. 
The industry is confronted with lack of vital equipments and 
machines which are not indigenously available. As a result, 
it is telling upon the competitiveness of the industry in 
the world markets. In order to meet this situation a two-
pronged approach should be given due consideration viz.^ 
provision of liberal import and extension of Hire Purchase 
Schemes by the Small Industries Development Bank of India 
(SIDBI) especially to small units alongwith provisions of 
soft loans. It is therefore, essential that the bakery 
equipment should be removed from restricted list and be 
subjected to concessional customs duty as applicable to 
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other food processing industry notably meat, fruits, 
vegetable etc. However, due to recently policy of 
liberalisation with with regard to import of capital goods, 
the situation might be expected to be improved, but no 
clarifcation in this behalf is available as yet. 
In the same way it will go a long way to improve 
the efficiency of small scale bakeries if atleast certain 
equipments for handling, batching, mixing, dough breaking, 
laminators, moulding, cutting and baking are supplied to 
them by SICO on easy terms and conditions. The installation 
of these machines would make them competitive and 
economically viable. The other requirement of modernisation 
in bakery industry is the process technology with which a 
baker should be well acquinted. He should not only be 
proficient in mechanical operations but also possess 
adequate knowledge in respect of usage of inputs in their 
recommended proportion so that the objective of improved 
yield and output at lower cost may be achieved. The 
knowledge about the scientific approach to production 
operations and quality control technique can be imparted to 
both small and large scale bakers in various Food Craft 
Institutes operating almost in every state and by organising 
special workshops in various towns of the regions from time 
to time. 
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Modernisation should be coupled with the 
establishment of a system for quality control. It is 
suggested that specification by ISA and Statutory quality 
control and Inspection of the finished product should be 
enforced in bakery industry. 
Bread making in India has not been largely 
unaffected by technological development. Training programmes 
have becoome indispensable to both the larg and small units 
of the industry to keep pace wth technological development 
in the field of production. The traditional methods, lack in 
scientific selection of flour, preparation and fermentation 
of dough and other technical knowledge etc. In most major 
towns Catering and Food Craft Institute have been set up 
where such training of entrepreneurs can be arranged. 
Simultaneously large and medium units should also be 
encourages to provide in-plant training facilities to small 
bakers. 
Research and Development has assumed new 
dimensions with growing awareness among the consumes about 
quality and price. Though the industry has been successful 
in introducing food items for every occasions, it is 
dangerous to become complacent. It is necessary to look for 
new techniques to produce new items of food for all types of 
consumers in the future. Our technical talents are reported 
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to be second to none in the world. The apathy of industry, 
its technicians and consumers merits serious consideration. 
R & D or for that matter product development involves a 
sizeable investment. it is, therefore, suggested that 
Consortium type of agency of regional basis be established 
to undertake R & D Programmes for the industry as a whole to 
evaluate all ideas including food habits/regional tastes for 
the purpose of new product development. Every one associated 
with bakery profession must cooperate and contribute in this 
venture. The existing units need new equipment to translate 
their research into production. The new machines turn out 
much larger outputs. The capital investment in new equipment 
would not be justifiable at present levels of production. 
Much as the industry would like to iprove the range of 
products, it is unable to do so for the reason that present 
policy is unsupportive. As R & D efforts in the bakery 
industry need to be promoted at the unit and industry level, 
therefore it is essential to constitute a committee of Food 
and Bakery Technologists to generate and evaluate all 
possible ideas for commercialisation so that the benefit of 
the same may be reaped by both sector bakeries. 
In short, the problem of production sector of the 
bakery industry comprise of inferior quality of inputs, lack 
of modernisation coupled with quality control techniques, 
Research and Development and Training Programmes. For 
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manufacturing and marketing quality products, production 
aspect of bakery industry should be given immense weightage 
and managed properly. 
In the field of marketing the industry has not 
been able to provide good quality product's at reasonable 
prices and at convenient places due to a number of 
constraints. As discussed earlier that baked products are 
made of flour, sugar, salt, yeast, shortening, glucose and 
improvers and give "Therapeutic Treatment" as a preventive 
medicine. The bakery industry would be able to market 
nutritive product if right quality of inputs including 
packaging material and infrastructural facilities are 
provided to the industry. 
The bakery units generally do not have a strong 
base for their future survival if certain measures towards 
quality control practices are not taken. Quality control 
practices cannot work in isolation. It is the joint 
responsibility of State, Growers, FCI, Millers and Bakers. 
It is, therefore, essential that State as well as private 
growers should include the cultivation of, in their cropping 
programmes, of those specific wheat varieties which are 
recommended for baking purposes. On the other hand, FCI 
after having procured the wheat stock should extend its 
efforts to supply t o the millers wheat stock that has 
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properly been graded and processed. Milling operations 
should simultaneously be given legal support to convert the 
wheat into flour of specified grade suitable for various 
purposes in baking industry. Quality of the end product in 
terms of its nutritive value, smooth surface, shelf life, 
packaging etc. can be improved if manufacturing operations 
are scientifically managed. Lastly, through the application 
of Statistical Quality control techniques, the quality of 
the end product can be ensured. It is, therefore, essential 
that organised efforts should be made to impart such 
knowledge to small bakers in particular from time to time by 
holding seminars and workshops in different parts of the 
country. Besides there should be specification by ISI and 
Statutory provisions in respect of Statistical quality 
control for, the finished products at all levels which 
should be made essential to be practised. 
Industry's ability to undertake product stretching 
is limited to the provisions of Weight and Measures (PC) 
Rule 1977 Act. It has on its planning map to market packs of 
breads and biscuits having low and high unit values to cover 
all the consumers among different strata in the society. It 
has a social importance to provide the food items at a 
reasonable price. The Act should, therefore, not be applied 
in its present form and it should suitably be amended to 
allow product stretching. 
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The problem of bread and biscuit industry are 
aggravated by the restrictive provisions of Prevention of 
Food Adultration Act. The Statute makes it compulsory to 
print on packs the essential information such as date of 
manufacturing, the expiry date, the ingredients, the price 
and the colour used etc. In this context the industry is 
reluctant to comply with statutory provisions on small 
packets on the ground that as the information about quality 
of inputs vary from time to time, therefore, it can not be 
printed before hand. Since the consumers have a right to 
know about the quality, quantity and price etc. of food 
items, therefore, the industry is required to comply with 
PFA requirements. However, in the interest of consumers as 
well as industry the Government should take steps to 
subsidise the printing of statutory information. 
Many of the industry's problems are due to 
spiralling cost incidence of high taxes and administered 
prices of bread particularly in large cities. During the 
last few years the cost of maida and other inputs have shot 
up tremendously. The heavy incidence of taxes have added to 
the woe of the industry. The tax is levied at every point 
which constitutes 36% of the price. The excise duty alone at 
11 Fj% involves the cost of Rs. 75 crores for 20,000 tonnes 
of biscuits produced. The bread is differently treated by 
the Government for taxation purpose. It is exempt from 
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excise duty in some cities but it has still to bear the 
sales tax, additional tax etc. which accounts for 20% of the 
price. Consumers are unable to afford baked products at the 
current price level. The industry too is facing a fast 
erosion of demand as a result of heavy incidence of taxes. 
In this context the industry had been pointing out to the 
Government that demand is elastic of price. The withdrawal 
of tax or reduction thereon would expand the sales volume 
manifold. It would neutralise the impact of reduction in tax 
rate by means of expanding the aggregate revenue as a result 
of large sales volume. 
Some changes in the existing tax structure have 
been proposed in the Union Budget 1983-84 that might have a 
beneficial effect on the bakery industry. The excise duty 
on biscuits etc. has been reduced from 11.5 per cent to 7.5 
per cent. On extruded snack foods and other such similar 
products, the reduction in excise duties is from 17.25 per 
cent to 10 per cent. Specified machinery for food processing 
machinery have also been included in reduction of excise 
duties from 55 per cent to 25 per cent. The proposed 
rationalisation of general small scale industry (SSI) 
Schemes through reduction of excise duties is likely to 
benefit the bakery units in the SSI Sector. 
The industry also pleaded with the Government 
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either to decontrol the bread in metropolitan cities or 
revise the price to ensure economic viability, particularly 
of small units. Restricted expansion in the industry, 
exclusively for the small sector, had been envisaged by the 
Government but the small scale sector units of the industry 
have not expanded inspite of increases in size of 
metropolitan cities due to low margin of profit as a result 
of rising cost and administered prices. The industry also 
pleaded with the Government to let the market forces of 
demand and supply determine the price. The market mechanism 
would ensure efficiency and profitability. The Government 
did not agree to decontrol the price. Instead a marginal 
increase in the bread prices is allowed by the Government 
from time to time. However, such revisions of the price of 
bread obviously fall short of neutralising the impact of 
rising cost of inputs due to inflationary conditions. To 
compensate the industry for loss, the industry further 
demanded preferential allocation of wheat flour from FCI. 
The demand is still pending with the Government. However, 
the Government agreed to provide the benefit under "MODVAT" 
scheme only to the extent of 2% of credit. From the above 
analysis it is concluded that the industry has a strong case 
for substantial relaxation in tax and determination of 
reiriunerat ive prices. In fact food items should not be 
included in the tax base for revenue. In contrast to that in 
India a tax of only 8% is imposed on food items in Japan. It 
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is, therefore, worth considering to abolish or reduce the 
tax, to decontrol the price and to ensure supply of inputs 
at reasonable prices. These measures will automatically 
contribute to increasing production and bringing down 
average price of the product and getting more revenue for 
the Government. It will further go a long way in improving 
the quality and supply of bread and biscuits as a source of 
nutrition to the weaker section. 
Distribution system of the industry reveals that 
the organised sector bakeries have a well-managed 
distribution system but still large scale bakeries have to 
face problems which relate to high cost of selling and 
distribution, dealers incentives, and tough competition. In 
case of Small Scale bakeries, operating within a District 
and town, the system of distribution is neither economical 
nor feasible. Although they have developed a variety of 
unbranded products that are preferred by consumers of all 
segments, but the coverage of market is quite limited due to 
the high cost of distribution. Cut-throat competition 
compels them to give a handsome amount of dealers in the 
form of cash and quantity discount to exhaust their stock. 
Because of their inability to employ experienced and 
qualified hands in the field of marketing they normally have 
their own counter sales and engaged cycle boys to distribute 
their output. 
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In this way both sector bakeries have been facing 
difficulties in the distribution of product. Some of their 
problems are similar in nature while other vary from 
situation to situations. For instance, high cost of 
distribution in the form of freight, dealers exploitation 
for cash and quantity discounts, erratic supply due to lack 
of transport facilities, tough competition etc. are the 
problems which are more or less common to both of them. 
However, problems which are being faced by small scale 
sector bakeries exclusively comprise of lack of proper 
branding, packaging, inadequacy of qualified staff due to 
which they are neither able to utilise full production 
capacity nor able to cover a sizeable market available 
within and outside the region. However, these problems can 
be managed through the cooperation of both sector bakeries 
by establishing a Consortium exclusively dealing with the 
distribution of products of member units. The objective of 
this organised system of distribution should be to avoid 
wasteful competition, curb price wars, ensure full capacity 
utilisation to reduce cost of production, meet maximum 
consumer needs within and outside the regions through 
regular and adequate supply and provide a reasonable return 
to the bakers. In order to achieve these objectives the task 
of this central agency should be : 
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1. To collect funds from member units on the basis of some 
criteria to run the consortium. 
2. To maintain a network of mobile vehicles. 
3. To classify markets into segments of "Adequate Demand", 
"Inadequate Demand", "No Demand" within and outside the 
region. 
4. Ascertain demand of shops, dhabas. supermarkets. 
Institutions and Feeding Programmes etc. 
5. To assign target of production to member units as per 
production capacity in order to avoid and under-
production . 
6. To study preferences and eating habits of target 
markets. 
7. To sell unbranded varieties of small scale bakeries 
under some brand names. 
8. To maintain chart indicating the dealers and 
competitors selling and stocking the products in 
different regional areas. 
9. To appraise profitable and loosing product and product 
lines of members units and a advise accordingly. 
10. To utilise pooled resources to avail of the services of 
experienced managerial and technical personnel to 
highlight technological development and adopt modern 
marketing practices. 
11. To undertake research and development programmes. 
12. To make arrangements of promotional campaign on the 
regional and national level. 
In brief it is concluded that problems of 
production and marketing of bakery industry are interrelated 
and a wholistic approach to resolve them is necessary. 
Therefore Department of Food in the Ministry of Agriculture 
should give due attention and priority for its development 
and an apex body by the name of "Bakery Industry Development 
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Board" be constituted to deal with the problems and ensure 
good prospects of the industry. 
Besides problems related to product, pricing and 
distribution aspects, an area which needs special attention 
is that of advertising and sales promotion. The analysis of 
promotion in bakery industry has revealed that is probably 
the most neglected area. To some extent such an apathy on 
the part of the industry is understandable. The peculiar 
characteristics of the bakery industry are its preoccupation 
with matters and problems related to quality of raw material 
and inptus, inadequate compensation of costs due to an 
inappropriate pricing mechanism, and the distribution 
logistics and management. Being a mass-consumed item which 
has become a commonly staple diet among a maoority of urban 
dwellers the focus is more on satisfying the unmet demand 
through production and distribution. In such a backdrop, 
promotion has typically been a neglected area. But the 
market situation is fast undergoing a metamorphosis. In an 
environment of liberalisation, the bakery industry is likely 
to become more competitive. Coupled with improvement in 
technology, availability of better equipment and machinery, 
modernisation, and changing consumer preferences companies-
large, medium and small, are likely to lay a greater 
emphasis on branding and creating product differentiation. 
For this to take place, increasing importance needs to be 
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given to advertising and sales promotion. Efforts need to be 
initiated by the Government, industry and the constituent 
units. The Government can encourage the promotion of bakery 
products by popularising their usage through its media. The 
industry could create a common fund for a centralised agency 
for promotion. The individual units must provide more 
resources- personnel and finance to promotional activities 
and take into account the changing tastes and preferences of 
consumers. If the industry fails to respond to these 
changes, the consumers are likely to switch over to the 
substitutes. In this sense, promotion should be viewed as a 
means for the substance of the industry. 
5.4 PROBLEMS AND PROSPECTS OF MARKETING IN MODERN FOOD 
INDUSTRIES (INDIA) LTD. 
The Problems and Prospects of marketing of bakery 
products of Modern Food Industries (India) Ltd. (MFIL) have 
been taken up for indepth study. Formerly it was 
incorporated on 1st October 1965 under the name "Modern 
Bakeries (India) Ltd." as a Government Company under the 
administrative control of the Department of Food, Ministry 
of Food s^ nd Civil Supplies. It was registered under 
Companies Act 1956. Some of the objectives with which the 
company was set up are to manufacture bread and bakery 
products, promote manufacture of indigenous bakery plants. 
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equipments and raw materials; play a nucleus role in 
development of bakery industry; and to bring about a change 
in dietary habits for better nutrition. 
Initially it had nine plants. Later on, four 
plants were also established making a network of 13 
automatic plants located in large cities of the country. The 
company since its inception is mainly engaged in the 
production and marketing of bread under the brand name 
"Modern Bread". However, in the wake of the Government 
policy for reserving bakery industry for Small and Tiny 
Sector in 1978, The Company had to diversify its line, of 
activities in the field of beverage, oil, extruded and 
energy food, fruit processing etc. Accordingly its present 
name "Modern Food Industries (India) Ltd." was adopted in 
November 1982 to reflect its diversified activities. The 
Company is also subject to the price control policy of the 
Government. Still manufacture and sale of bread is the major 
business of the company. It constitutes 85.5% of the 
turnover from the bread only. Company's production covers 
about 9 crore out of 85 crores consumers in the country. 
Initially the Company had an authorised capital 
of Rs. 1 crore which has been enhanced from time to time. 
After diversification the capital was raised from 8 crores 
in 1982 to Rs. 15 crores in 1989-90. 
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The Company has its registered office in the Union 
territory of Delhi. The affairs of the Company are nanaged 
by the Board constituted by the Government of India. It has 
organisational set up at Central as well as Unit levels to 
execute policies of the management. At Central level to look 
after of marketing aspect of the Company, there is a 
Controller Marketing assisted by various Chiefs specialised 
in Horticulture, Commerce, Marketing and Technology. The 
Chief Marketing Manager at central level is further assisted 
by Senior Sales Manager. Likewise at Unit level it is the 
General Manager assisted by various functional managers such 
as Sales Manager, Production Manager, Accounts Manager and 
Personnel and Engineering Manager. The activities at unit 
levels are carried on through centralised system of 
authority. Therefore sales and production functions are 
undertaken as per directives of the central office at Delhi. 
Considering the wider span of control, it is suggested,as 
given in Exhibit 4.3, that Controller Marketing and Senior 
General Manager (Marketing) at Corporate Level should be 
assisted by more than one sales manager to look after 
commercial and institutional sales of bread, diversified 
products and sales promotion including research tasks. 
Likewise at Unit level there should be a Marketing Manager 
in place of Sales Manager. However, Sales Manager assisted 
by various area Sales Supervisors should function under the 
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directives of the Marketing Manager. This set up will be 
better to deal with sales, promotion and research aspects at 
the Unit level. 
The Company since inception regarded R & D as a 
vital activity. Formerly it undertook the work on quality 
improvement of liaam. and development of other traditional 
wheat based food such as kulch^q and roties. The R & D 
Division of the Company is actively engaged to work on 
quality improvement and development of new and low cost 
varieties of bakery related and unrelated products such as 
protein enriched flat bread (Etiti), cakes, peanut butter, 
cola drink and bevarages etc. Milk sandwich bread, rich 
formulation brown bread, a suitably flavoured sweet bread 
for franchised bread units have also recently been developed 
by the B & D section of the Company. Problems connected with 
quality of maida as well as bread wrappers etc. have also 
been studied by the R & D section. Thus the R & D unit of 
the Company exclusively deals with core. Tangible and 
Augumented aspects of the products of the Company. In other 
words, it covers such matters concerning as ingredients, 
nurition, flavour, process parameters, new product 
development, and cost reduction programmes etc. 
The Company installed capacity to produce standard 
bread loaves of 400 grams has been expanding from time to 
time. In t«rms of percentage the capacity utilised ranged 
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from 48.63% in 1968-69 to 76.0% in 1989-90. Obviously there 
has been improvement in capacity utilisation but it falls 
short of normal utilisation. Major factors causing 
underutilisation of capacity comprise of irregular supply 
of raw materials, opertional drawbacks, breakdown and poor 
maintenence of tools and equipments. Inadequate and 
untrained technical hands are additional handicaps. All this 
has caused erratic production, low and defective yields of 
bread and high cost of maintenence. Besides due to Statutory 
restrictions the Company is unable to undertake substantial 
expansion to meet the ever increasing demand. The Company's 
production covers, as mentioned earlier, only 9 crores out 
of about 85 crores consumers in the country. In order to 
cope with the problems of both quality and quantity of 
flour, the Company should consider both short-term and long-
term planning. As a short-term measure the Company, as a 
public sector enterprise, should take up the matter with 
Government to get the required quantity of graded quality 
wheat and other inputs from food corporation of India and 
Civil Supplies Department. In its long term planning, it 
should manage to engage seed-growers and plan to develop its 
own farms. This venture will be justified to fulfil its 
objective for providing raw materials etc. necessary for 
yustainia^ the growth of bakery industry's production. It 
further carries weightage as the Company is dealing with 
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diversified agro-based products. Besides wheat, other 
ventures like animal husbandry, poultry, sugarcane, bee-
keeping etc. can also be developed to meet the requirement 
of expensive inputs like milk, ghee, sugar etc. 
Problems connected with operational drawbacks and 
poor maintenance of tools and equipments needs viglant 
supervision and proper monitoring on the part of management. 
Much of the losses and delay in production schedule can be 
averted if mechanical operations are handled by experienced 
and trained personnel. This requires provision of inplant 
training for newly-recruited workers. 
The Company's inability to expand production 
capacity is due to statutory restrictions. Under the Statute 
only small units of bakery industry are allowed to expand 
their production. It can be argued here that small scale 
bakeries through such expansion programmes cannot so easily 
attain that level of proficiency as mechanised bakeries in 
organised sector had done over a long period of time. 
Further the objectives and areas of operations of both 
sector bakeries differ and should simultaneously be given 
due weightage. Therefore, such restrictions are unwarranted 
and irrelavant to the social objectives of providing 
nutritious food for weaker sections of the society. It will, 
therefore, be worth-while to do away with such statutory 
restrictions. 
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Although the Company has developed to market a 
number of products through its R & D efforts but still it 
has not been able to maintain required level of quality of 
its products in the form of nutrition, colour, finish etc, 
due to inferior quality of inputs, production drawbacks etc. 
Further Company's product stretching programmes to 
manufacture bread loaves of low and high unit value to cover 
lower strata people are governed by Weight and Measurement 
(PC) Rule, 1977. Quality level of the product of the 
Company, as suggested earlier can be maintained if right 
quality of inputs are made available to the Company. This 
requires the active participation of FCI, Roller Flour 
Mills, and Civil Supplies Department and engaging farm 
growers and developing its own farms. Besides the matter 
with regard to package size and weight should be taken up 
with the Director, Weight and Measurement to consider and 
revise provisions of permissible pack weight, sizes etc. 
The nature of pricing of the Company is subject to 
statutory regulations in metro and market based price in 
other than metro areas. Besides both production and 
distribution cost have been rising tremendously due to 
exorbitant rates and a steep rise in prices of all inputs 
including fixed overheads of the Head Office. Heavy 
expenditure on repair and overtime, high rate of overdraft 
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mounting doubtful debts and defective breads and market 
returns have further added to inflate the cost of bread 
making. As a result most of the Units of the Company have 
been incurring losses affecting the profitability of the 
Company as a whole. Over and above, idle capacity has 
resulted into inadequate amount of contribution margin to 
absorb fixed overheads. In brief high cost of inputs, 
disproportionate amount of both variable and fixed 
overheads, idle capacity and controlled prices of breads are 
the major factors which have adversely impacted the price 
structure of the Company's products. These state of affairs 
of the Company are diconcerning. It, therefore, needs cost 
planning and control so that the Company, as a government 
enterprise, should be able to earn normal profit for its 
future growth. It is suggested that a multi-pronged strategy 
should be adopted to maintain the economic viability of the 
units and the Company as a whole. In the first instance, in 
order to minimise the input cost. State as well as Central 
Government should earmark the essential inputs and supply 
them at subsidised rate to State-owned bakeries operating in 
different part of the country. Secondly, increased overhead 
cost is the result of inefficient management at Unit and 
Central levels. Therefore, Company's own style of management 
has to be changed. Principle of responsibility and 
accountability has to be adopted and strictly adhered to in 
all areas of operations in order to keep the overhead cost 
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within standard norms. Corrective actions need to be taken 
up without any delay in case of any variation or out of line 
behaviour. Thirdly to manage the problems of idle capacity 
ouput and sales of the Company can be planned with reference 
to the break even analysis. 
For having a realistic pricing policy, the 
Government should fix the price so as to cover total cost. 
The cost which is to be considered as a basis of price has 
to be computed by considering installed capacity, the 
capital employed, and variable cost, installed capacity can 
be used as a basis of per unit cost; the capital employed 
can be used as a basis to compute profit and profitability; 
and variable cost can be used for calculating contribution 
margin for the purpose of determing the break even point. 
The Government has not taken these variables into 
consideration. The norms suggested above should be helpful 
in evolving a remunerative pricing policy in place of the 
adhoc approach of the Government to controlling the prices 
of breads. 
The distribution system of MFIL has also been 
examined. Channels of distribution of the Company comprise 
of sole distributors, distribution direct to retailers by 
its own fleet of vehicles, salesmen and salesmen-cum-
drivers. For its target market, the Company has adopted 
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undifferentiated, differentiated and concentrated marketing 
strategies. Further in order to cover the narket it operates 
intensive, selective and exclusive system of distribution. 
With this network of distribution the objective of 
distribution to supply fresh bread at competitive prices and 
economy and control over distribution have not been achieved 
due to high cost of distribution and improper managerial 
approach. The ever-increasing incentive to dealers, 
defective breads and cost of their replacement, delay in 
supply of fresh breads, mounting doubtful debts, inter unit 
transfer of breads, high rate of overdraft etc. are the 
basic reasons of excessive cost of distribution and low 
sales realisation causing losses in most of the Units of the 
Company. It has lost ground to competitors as a result of 
delayed decisions in granting incentives for the dealers 
because the management of the Unit is not empowered to take 
such decisions. The Units of the Company are unable to 
follow suit of their competitors without prior approvals of 
the management at headquarters. It is suggested that it is 
necessary to delegate adequate powers to Unit management for 
evolving suitable marketing policies. The losses from 
defective breads can be minimised by taking suitable 
measures to deal with the problems connected with production 
operations as already cited earlier. Delay in supply of 
bread and market returns can be reduced drastically by 
insisting on vehicle operators to observe the schedule of 
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delivery and by way of granting adequate incentives to the 
dealers. It calls for proper supervision and control. The 
distribution system should also take care of mounting 
doubtful debts. It seems that there is laxity in recovery of 
the book debts. Management can deal with the doubtful debts 
by specifying the safe limits of the amount and the period 
of credit sales. Inter-unit transfer accounts for losses 
because the price is fixed by the Head Office on the basis 
of the region of transfer. It has no relevance to the cost 
of production which is usually more than the price. Another 
problem of great concern is of payment of high rates of 
overdrafts. In order to take advantage of large scale 
purchases, the Head Office manages the inventories for all 
Units while the cash proceeds and idle cash balances are 
held by the Units. Due to paucity of funds, the Head Office 
has to resort to overdraft with incidental cost of interest 
affecting the profitability. Therefore, it is imperative to 
fix minimum cash balance at Unit levels and regularise 
remittance of surplus cash balances to the Head Office. This 
will set off the liquidity of Head Office. Besides the 
above, franchising scheme may turnout, in the long run, to 
the disadvantage of the Company. It is apprehended that the 
franchising units would only become its strong competitors 
after a period of time. To avoid the problem of franchising 
scheme in the future, the Company should not only control 
346 
production and distribution policies of the franchising 
units, but it is worth considering to develop a chain of 
ancillary industries to cater to the needs for bread 
besides dishes in canteens and restaurants. These measures 
will go a long way in improving the health of diners. The 
sales performance of the Company would improve in the long 
run as a result of these measures. 
There is hardly any effective sale promotion 
approach. The Company simply participated in fairs, 
exhibition etc. with a nominal amount of funds. It, of 
course, brings out literature in vernacular languages for 
distribution to popularise the nutritional culture. It 
would take time to impress upon the popular minds the needs 
for balance diet. Tastes and traditions are two conflicting 
forces working on the minds of the consumers. The sale 
promotion campaigns lack in intensity and spread. Its 
campaigns do not match those of its competitors in private 
sector. Funds are not allocated either on the basis of 
sales, parity with rivals, return, objective or task. The 
sales promotion campaigns can be made more effective if 
managed at the Head Office for all regional units keeping in 
view the regional tastes and nutritional requirements. 
Follow up programmes should be worked out at the Unit level. 
Adequate outlay should be provided in the budget which 
should be determined with the parameters of cost and 
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benefits to the consumers and the Company. It, therefore, 
needs to develop sales promotion policies that, should be 
appropriate and effective to achieve objectives with fair 
returns. 
In brief the Company should manage its marketing 
mix through the application of modern marketing practices to 
achieve the objectives of economic viability of the units 
through consumer satisfaction. An integrated approach 
covering all functional areas of the Company should be 
adopted to manage the problems of marketing of the Company. 
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5.5 COHCLUDIHG COMMENTS 
The present research study has been initiated with 
the development of insights into food habits and nutrition 
which have been considered as the background within the 
parameters of which the bakery industry operates. Further, 
the problems and prospects at different levels viz. the 
bakery industry itself, the marketing in bakery industry, 
and a specific case of marketing function in Modern Food 
Industries Ltd. have been studiei and analysed. In this 
concluding part of the thesis, certain general observations 
merit the consideration of all concerned. 
At the outset it is clear that the bakery industry 
plays a s i g i f i c a n t role in providing wholesome, nutritious, 
and balanced d i e t to consumers that is important in making 
ii.v8.il u-bLe a c o n v e n i n e n t and inexpensive source of food 
necessary f o r creating and sustaining energy and good 
heaJtl i . World o v e r , specially in the developed countries, 
great significance is attached to the bakery industry. But 
despite its self-evident importance, bakery industry in 
I n d i a is not accorded the primacy it deserves. Typically, 
the bakery industry in India can be considered as a low-
profile, stable growth industry that is preoccupied with its 
i n t e r n a l , inherent problems, a phenomenon that has possibly 
prevented i t from realising the prospects that are really 
^here. The onus f o r this s t a t e of affairs lies mainly with 
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the industry and its constituent units. But the blame has to 
be shared by the Central and State Governments as well. In 
line with this thinking, steps for the development of bakery 
industry have to be initiated by the Government as well as 
the industry itself. 
The genesis of the problem generally faced by 
the industry can be traced back to the nature of raw 
materials and other inputs. The basic, constituent of bakery 
product is wheat and its derivates. Being an agricultural 
product, it is practically impossible to have an access to a 
consistent and reliable quality raw material. Other inputs 
such as yeast, sugar, etc. too present the same problem. The 
wide variation in quality of raw materials, th^igfore, plays 
havoc with the subsequent production processes leading to 
quality variation in the final output. The final product 
itself is a perishable commodity with a limited shelf life 
amenable to quick deterioration if not consumed within a 
given time period. 
The problems, referred to above, could be 
contained to an appreciable extent if there could be, for 
instance. Standardisation of production processes, stringent 
quality control at the input in-process and output stages, 
and quick distribution and disposal. However, these actions 
are not practically feasible due to a variety of reasons. 
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The industry is beset with problems of low profitaility and 
returns which prevent it from investing substantially in 
activities such as procurement of good quality raw 
materials, buying expensive, sophisticated and mostly 
imported capital goods, doing market research, or undertake 
development of human resources. This, as can be observed, is 
the proverbial viCioUS circle: business activities do not 
create enough profits and reserves that could be invested 
for development; without development, the profitability 
remains low. Only sustained, far-reaching, and whole hearted 
measures can enable the industry to get over this dilemma. 
Several such measures have been proposed in the preceding 
sections. These measures merit the consideration of the 
Government as well as the industry itself. 
The marketing function can play a significant role 
in creating and sustaining demand, educating and informing 
the consumers about the benefits of a balanced diet and the 
contribution that bakery products can make to render their 
diet nutritive, and, in general, making the process of 
pricing, distribution, and promotion more effective. It 
would not be out of place to suggest that investments made 
in marketing activities can bring manifold returns. 
Therefore, there exists a strong case to suggest that the 
bakery industry will have to increasingly emphasise the 
iriarketing function in its business activities. Such a step 
351 
can be expected to lend a strong base to the industry to 
place it in a vantage position to take advantage of the good 
prospects that lie ahead. 
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Appendix-II 
CHECKLIST FOR IHFORMATIOH COLLECTION OF BAKERY IHDUSTRY 
1. General Information 
(a) Name of Company 
(b) Location 
<c) Sales figures 
2. Marketing Planning 
(a) Marketing Information System 
(b) Market Segmentation 
(c) Market Coverage 
(d) Marketing Analysis 
(e) Marketing Personnel 
3. Product aspects 
(a) Branding 
(b) Packaging 
(c) Product Development and R & D . 
(d) Product range 
4. Pricing aspects 
(a) Pricing policy 
(b) Cost elements 
(c) Administered Price 
5. Distribution 
(a) Channels of distribution 
(b) Dealer relationship 
P.T.O. 
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(c) Discounts and Incentives 
(d) Transportation and Logistics 
6. Promotional aspects 
(a) Promotional policy 
(b) Advertising budget 
(c) Advertising media 
<d) Promotional campaigns 
355 
Appendix-III 
CHECKLIST FOR INFORMATION COLLECTION AT MODERN FOOD 
INDUSTRIES (INDIA) LTD., NEW DELHI 
1. General Information 
(a) Location of various units of the Company 
(b) Establishment 
(c) Objectives 
(d) Organisational set-up 
(e) Capacity utilisation 
(f) Financial Position 
2. Marketing Policies and Strategies 
(a) Detailed action Plan for marketing 
(b) Target market Strategy 
(c) Coverage of market 
(d) Sales Turn over 
(e) Market Share 
3. Product 
(a) Product policy 
(b) Product Development 
(c) Packagng 
(d) Branding 
4. Pricing 
(a) Pricing objectives 
(b) Cost elements 
(c) Price determination 
<,d) Administered Prices 
P.T.O 
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4. Distribution 
(a) Channels of distribution 
(b) Physical distribution systen (mode of transport) 
(c) Dealers incentives Plan (cash & quantity) 
(d) Distribution efficiency measures 
6. Promotion 
(a) Media of Advertisement 
(b) Sales Promotion Programmes 
(c) Budgeting provisions for advertising and Sales 
Promotion 
7. Problems 
(a) Problems with regard to structure 
(b) Problems relating to Marketing Mix, Product, 
Prices, Distribution and Promotion. 
(c) Any other 
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